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John Q. Public Handles his Credit... 
SMARTLY AND HONESTLY 


THAT’S THE CHIEF IMPRES.- 
SION YOU GET FROM THE 
BIG SIX-VOLUME STUDY OF 
CONSUMER CREDIT JUST 
RELEASED BY THE FEDERAL 
RESERVE BOARD. 


vo credit terms on new Cars 
were relaxed in 1955, the public 
moved fast. Car sales rose to record 
highs. There were 7,400,000 new cars 
sold in the United States during that 
year, and 66 percent of them were 
sold on credit, the highest percentage 
since World War II. The average car 
price was higher than ever before, 
and the average amount of credit in- 
volved in each installment was also 
higher. More people turned in cars 
on which they still owed money. 
Many buyers committed as much as 
25 percent of their income after 
taxes for car payments. 

Yet when these car buyers were in- 


terviewed in the middle of 1956 by 
researchers working for the Federal 
Reserve Board, very few were in 
trouble. One out of 6 said he had had 
an unexpected cut in income after 
buying his car, due to illness, layoff, 
job change, reduced profit from 
farming or business. Yet only one 
car in 50 was repossessed, and only 
one borrower in 20 fell behind his 
payment schedule. 

Asked whether they felt satisfied 
with the deals they had made, most 
said they were well satisfied. Many 
mentioned the high trade-in allow- 
ances they had got. A few said they 

(Continued on page 24) 





CUTTING DOWN 
Juvenile Delinquency 


as | YREDIT unions can play an. im 


4 portant role in reducing juve 


nile delinquency,” says Captain Ver 
non Shiflett of the San Bernardino, 
Police Department. *All 
they need to do is to open their doors 
to the 


California 


minors within their fields of 
membership. This will give thousands 
of youths the opportunity to lear 
how to handle money. Lack of expe 
rience in handling money 18 a major 
reason why youngsters get into trou 
ble today.” 

Shiflett speaks from experience 
His job is to understand youngsters. 
For the past twelve years he has been 
in charge of San Bernardino’s Juve- 
nile Bureau. Before that, he worked 
with young people in a Northern Cali 
fornia correctional school for boys. 

At forty-seven, Shiflett is typical of 
erect, eth 
ient, full of driving energy. with an 
ithletic step, 


the modern police otheer: 


a deep sense of civic 
responsibility and a strong desire to 
correct rather than punish. 
Although his job requires him to 
be on call twenty-four hours a day, 
Shiflett takes an active part in two 
outside 


interests. These are juvenile 


officers’ associations and credit un 
ions. In both he is trying to find new 


lo both the 


sharp-eyed policeman with the under 


ways to help youngsters 


standing smile and youthful crew-cut 
vives unstintingly of his time and 
energy. 

Today Shiflett’s volunteer work in 
the juvenile field is world-wide in 
scope He is president of the Inter- 
national Juvenile Officers Association 


whic h he 


changing ideas with the heads of juve- 


helped organize. “Ex- 
nile bureaus of several dozen coun- 
tries around the world is a fascinating 
experience,” he finds. Shiflett also is 
1 member of the board of directors 
of California’s State Juvenile Officers 
Association. 

His current credit union activities 


include chairmanship of the super- 
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visory committee of San Bernardino’s 
City Employees Credit Union (which 
he organized in 1951). participation 
on the chapter board, and service as 
third vice-president of the California 
Credit Union League. He is also an 
alternate director of the Credit Union 
National Association. 

“We are too often prone to sell 
our kids short,” says Shiflett. ““More 
children now go to college than ever 
before. An increasingly large number 
do it the hard way by earning their 
These 


should have a chance to learn about 


own expenses, youngsters 
the value of money while in their 
early teens. Handling their own sav- 


teaches them the importance of han- 
dling money wisely. And they are 
proud of their parents’ confidence in 
them. Knowledge of this confidence 
increases their desire not to disap- 
point parental expectations. I believe 
that when these youngsters have 
themselves as 
their 
allowed to borrow. 


should | fit 


needs and 


proved responsible 
managers of 

should also be 
Naturally, such 


the minors 


savings, they 


loans 
individual 


means a 
Studied present practice 


Last year Shiflett served the Calli- 
fornia Credit Union League as chair- 
man of its Southern Area Education 
Conference. He took this opoprtunity 
to make a state-wide study of credit 
union practices in respect to loans to 
minors. Four hundred and _ twenty- 
one credit unions co-operated. Of 
these, 247 operated under federal, 
174 under state charters. 

Here is the response to two of Shif- 
lett’s survey questions: (1) Do you 
make loans without collateral or co- 
makers to persons under the age of 
twenty-one years? Federal Yes—74, 
No 173: State Yes—38, No—136. 
(2) Do you make loans without col- 
lateral or co-makers to persons under 


the age of eighteen years? Federal 
Yes—25, No—222: State Yes—13, 
No—16l. 

From the comments of the partici- 
pating credit unions Shiflett concludes 
that: 
® Many credit unions offer little or 
no services to “family” members and 
have never given any thought to the 
matter of loans to minors. 
® Most credit unions which make 
unsecured loans to minors have been 
satisfied with the results and feel that 
they are contributing to the educa- 
tion of the young people. 

Shiflett considers credit union serv- 
ices to children of members an impor- 
tant function of the credit union 


movement. “If credit unions do not 
make these services available,” he 
argues, “then the youngsters will use 
commercial institutions which seek 
their patronage. In California, for 
example, one bank, with 
branches in all parts of the state, has 
over one million student accounts. 
These 


large 


balances in 
excess of twenty-two million dollars. 


accounts have 


Once each week teachers collect these 
student savings. They issue receipts 
and transmit the funds to the bank. 
From time to time the young depos- 
itors go to the bank to have their 
passbooks brought up-to-date. Ninety 
percent of this money stays on deposit 
for more than one year.” 

The San Bernardino police captain 
believes that children eligible for 
credit union membership have three 
advantages over those who must rely 
upon commercial institutions: (1) 
Educational value. The opportunity 
for children to participate is unique 
in credit unions. Also, youngsters 
accustomed to think in terms of credit 
union services will not fail to make 
use of these services as adults. (2) 
Insurance. Most credit unions pro- 
vide life savings and loan protection 
insurance free of charge to eligible 
youngsters. (3) Dividends. These are 
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usually at a substantially higher level 
in credit unions. 


How can youngsters participate 
actively in credit union work? Shif- 
lett suggests that one worth-while ex- 
perience for youngsters between the 
ages of eight and eighteen is to elect 
their own advisory credit committee. 
This committee is composed of stu- 
dents who are eligible for credit union 
membership. Its responsibility is to 
examine loan applications submitted 


by minor members, conduct 


inter- 
views and make recommendations to 
the regular credit committee. “Full 
power of decision and responsibility 
remains, of course, with the adult 
credit committee,” says Shiflett. “But 
the recommendations of the young- 
sters’ own advisory committee can be 
of real help.” 


Setting a maximum 

To prevent youngsters from apply- 
ing for excessive sums, Captain Shif- 
lett suggests that the board of direc- 
tors establish maximum amounts for 
juvenile loans. Such limits might be 
$20 for junior high ages, $50 for 
senior ages, and larger amounts after 
graduation. 

In most respects, minors should be 
treated exactly like adults in the field 
of membership, Shiflett proposes. “If 
the loan application is for a provident 
or productive purpose, if it will truly 
help the youngster and if it is clearly 
within his ability to meet the pro- 
posed repayment schedule, then, | 
believe, we would lose an important 
opportunity for service if we failed 
to approve the minor’s request.” 

Shiflett further suggests that mi- 
nors be included in all regular credit 
union mailings, such as meeting no- 
tices, educational materials, and pass- 
book audits; that youngsters use the 
same forms as adults; and that both 
the credit committee and the advisory 
credit committee encourage minors to 
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{1 CALIFORNIA POLICE CAPTAIN, ONE OF THE 


NATION’S LEADING JUVENILE OFFICERS, 


SAYS CREDIT UNIONS CAN HELP 


TEEN-AGERS GET THEIR FEET ON THE GROUND 


develop savings habits by suggesting 


c 
ao 
5 


that they save regularly while makin 
their loan payments. 

Is it legal to lend money to minors? 
This question was foremost in the 
minds of many credit union treas- 
urers responding to Shiflett’s Califor- 
nia survey. In his capacity as chair- 
man of the Southern Area Education 
Conference, Shiflett asked both state 
and federal supervisory authorities 
for their opinion on the legal aspects 
of loans to minors. The replies of the 
supervisory authorities indicate that: 


® It is legal to lend money to a mem- 
ber of any age. 


® In most cases it would be impos- 
sible to enforce payment of a loan 
made to a minor through court action. 


© A credit union making unsecured 
loans to minors should consider each 
application carefully. 


In view of the legal position of 
credit unions granting unsecured sig- 
nature loans to minors, Shiflett con- 
siders it important that the parents 
know about their youngsters’ loan 
requests and credit 
union’s action. “This does not mean 


approve the 


that the parents’ signature is neces- 
sary, says Shiflett. “In fact, absence 
of the parents’ signature increases the 
minors’ appreciation of the credit 
union’s service.” 
Types of loans 

Youngsters borrow for many kinds 
of purposes including: apprenticeship 
training equipment, athletic shoes, 
automobiles, basebdll mitts, basket- 
balls, bicycles, special clothing. col- 
lege expenses, dancing lessons, “do-it- 
yourself” kits, encyclopaedias, en- 
gagement rings, field trips, Four-H 
projects, Future Farmer projects, gar- 
dening tools, laboratory equipment, 
motor scooters, music lessons, musical 
instruments, tickets, 


season shop 


equipment, special “dates,” summer 
camp, tuition and vacation. Shiflett 
holds that these and many other items 
“can be important to the 


minor as he goes through ‘growing 


mighty 


pains. They can contribute a great 
deal to his becoming a well-adjusted 
adult.” 


Buying a cow 


The California Grange News re- 
ports this follow-up of a loan by San 
Joaquin County Grange Credit Union 
to a 15-year-old boy: “Especially hon- 
ored at the outing was the 100 per- 
cent credit union family of C. Homer 
Adams of Escalon Grange, his wife 
Dorothy and their children Sandra, 
Diana and Jonathan. Mr. Adams 
joined the credit union when he was 
thirteen years old and became its 
first juvenile member. He executed 
his first loan when he was fifteen to 
buy a cow for an F.F.A. project . . . 
In time his wife and his children all 
became members of the credit union, 
each with his or her own savings and 
insurance. Mr. Adams also had the 
distinction of borrowing the millionth 
dollar in a loan to create an estate for 
his family.” 


During the past several years this 
Grange credit union has made loans 
to twenty-five minors. Some were for 
F.F.A. projects. Others for cars, cat- 
tle, sheep, hogs or college. “In all 
cases a parent co-signed the note,” 
says San Joaquin County Grange 
Credit Union’s treasurer, Elsie Gil- 
lispie, “but not because we had any 
doubt that the account would be paid. 
The repayment record of these young- 
sters has been wonderful.” 


“There is a gratifying feeling,” 
continues Mrs. Gillispie, “when these 
same young people, whom we have 
helped to educate in the functioning 
of the credit union, later bring their 
own children to become credit union 
members.” 





SETTING A PAYSCALE 


ee REAT your credit union em- 
ployees fairly. That’s as much 
a membership service as dividends 


on savings or low interest rates on 





loans.” 

Donald J. MacKinnon, treasurer- 
manager of a five-million-dollar in- 
dustrial employees’ credit union in 
Dearborn, Michigan, has put this 
philosophy to work. He worked 
closely for many months in his credit 
union with an employee relations 
committee to spell out the details of 
a progressive payscale plan. 

‘4 The result is a plan that ties em 


ployees’ salaries to the credit union’s 


The staff of Ford Dearborn 
get special bonuses and fringe benefits 


worked out in months of careful study 


Treat employees fairly, 
give them incentives tied 
to the growth 
of the credit union, 


and you'll have a happy ship 


Don MacKinnon, formerly a league fieldman, 
encourages employees to think up methods 


of serving members better and faster. 








| 
OR CREDIT UNION EMPLOYEES 


erowth and service and gives the 
employees at least as good fringe 
benefits as those enjoyed by a ma- 
jority of credit union members. Yet 
salaries rarely rise above 15 percent 
of income. 

Under a personnel policy statement 
adopted in April 1956, Ford Dear- 
born Federal Credit Union employees 
are divided into two groups, super- 
visory and non-supervisory. The same 
benefits apply to both groups in 
some instances, while in other cases 
there are distinctions. 

The heart of the personnel policy 
is the salary schedule. Supervisory 


employees’ pay goes up as the credit 
union assets grow, and non-super- 
visory employees’ pay goes up by 
length of service, by job changes and 
by rises in the general prevailing 
wage scales. 

The personnel policy wasn't an 
overnight creation. In February 1953 
the board of directors authorized for- 
mation of an employee relations com- 
mittee, and a month later the commit- 
tee was named; nine months later a 
preliminary personnel policy state- 
ment was adopted; in September 1955 
the committee began studying fringe 
benefits: in March 1956 the board 


adopted a salary policy statement, 
and one month later the board ap- 
proved the general personnel policy. 

So from February 1953 to April 
1956, while assets grew from $630,000 
to $3,600,000 and the monthly pay- 
roll grew from $952 to $5600, the 
personnel policy underwent constant 
change and growth. Even now that 
the complete policy is in effect, the 
board expects to review its handi- 
work at least annually. 

This credit union, with multi-mil- 
lion assets and nineteen employees, 
is neither typical nor average. But as 
one economics professor close to the 











The Ford Dearborn office is a tri-level build- 
ng with plenty of room for counselling of- 
fices, board meetings and a kitchen. 


Across the street are the twin lakes that 


landscape the Ford engineering office. 


credit union said, “These people are 
thinking ahead of the times. Their 
personnel policy is a thing all credit 
unions are coming to.” 


Neither 


rowth potential is typical or aver- 


its membership nor its 


ze. Many Ford Dearborn members 
are college-trained automotive engi- 
neers with salaries ranging into five 


figures: they are the dreamers, the 


designers, artists, engineers and styl- 
ists who cook up Ford Motor Com- 
pany 's product in a bitterly competi- 
tive market. 

lhe members, like the credit union, 
are ahead of the times. They are 
working now on bodies and motors 
that the public 
years, maybe never. If there’s a lay- 


won't see for five 


off on the 1957 automobile assembly 
lines, Ford Dearborn Federal Credit 
Union doesn’t feel it; but if there's 
a lag in research on the 1960 models, 
Ford Dearborn feels it immediately. 

The field of membership includes 
all employees of Ford Motor Com- 
pany working in west 
plus Ford affiliates such as the Ford 
Foundation and Greenfield Village, 
Henry Ford’s lavish tribute to Ameri- 
cana. There is no top in the credit 
union’s potential. Where the elder 
Ford had only five hundred men in 
his entire research and engineering 
staff, Ford Motor Company now has 


ibout 15,000; the number keeps 
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Dearborn, 


climbing, and the credit union’s 
potential climbs alongside. 

There are three main points in the 
credit union’s personnel policy: 

|. The employee’s pay should be 
based on responsibility and be in 
line with similar responsibility-salary 
scales in the area. 


2. An 
warded for effort, loyalty and cooper- 


employee should be re- 
ation with fellow employees, all lead- 
ing toward better member service. 

3. Payscales should be kept in line 
with the credit union’s ability to pay. 


Plenty of benefits 


Here’s what the personnel policy 
means to employees: 

1. Salaries in tine with the local 
prevailing wage rates. 

2. Semi-annual salary adjustments 
for supervisory employees based on 
credit union growth; semi-annual 
distribution of an incentive bonus 
fund for non-supervisory employees. 

3. Yearly 


fringe benefits by board of directors. 


review of wages and 


1. Right of appeal to management 
or to the board of directors through 
an employee representative. 

5. Right to become unionized at 
any time the employees desire. 

6. Fringe benefits, including health 
and accident insurance, hospitaliza- 
tion and surgical insurance, paid 
vacations, sick leave, participation in 


CUNA Retirement Savings Fund and 
group life insurance. 

7. Overtime pay for non-super- 
visory employees. 

8. Christmas party and annual 
picnic for all employees. 

9. Weekly breakfast meetings for 
supervisory employees. 

10. Frequent general staff meet- 
ings. 

Supervisory personnel at present 
are defined as treasurer-manager, as- 
sistant general manager, assistant 
manager and accountant. A couple of 
other job classifications are under 
study by the board for regrouping 
as supervisory. MacKinnon’s salary, 
based on $3 million assets, was set 
at $10,000 in 1956, with the assist- 


ant general manager set at 75 per- 


cent of that, assistant manager 63 
percent and accountant 60 percent. 
Based on financial statements each 
May 30 and November 30, Mac- 
Kinnon’s salary is raised on this 
scale: $1000 per year for each mil- 
lion-dollar asset increase up to $5 
million, $600 per year for each 
million-dollar 
million and $400 per year for each 
million-dollar 


increase up to $10 


increase up to $15 
million. Other supervisory salaries 
are increased at the 75-63-60 propor- 
tion. 

salaries were 
April 1956 to “pay 


Non-supervisory 
established in 
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credit union employees what they 
would get for performing similar 
duties elsewhere. Some of them had 
worked for Ford Motor Company, 
and they agree that they’re getting 
as good a deal, maybe better, with 
the credit union. Nearly all are either 
wives, sons or daughters of Ford 
employees. Already the non-super- 
visory salaries have been raised $5 
across the board. These are current 
non-supervisory salaries: 

Bookkeeper, $75 to $95: assistant 
bookkeeper, $65 to $85; head teller, 
$65 to $85; teller, $55 to $75; ma- 
chine operator, $55 to $75; clerk, 
$45 to $65; credit counselor, $85 to 
$105; loan interviewer, $55 to $75; 
receptionist, $60 to $80. 

The $20 range in each bracket is 
intentional. Each non-supervisory em- 
ployee’s salary is reviewed two 
months, six months, twelve months 
and twenty-six months after employ- 
ment, with a $5 raise given each time 
if justified. When a non-supervisory 
employee reaches the top salary for 
his job, he remains at that salary 
unless a general increase is granted. 

There is one dividing line for 
supervisory however. If 
salaries paid to all employees exceed 


salaries, 


22 percent of gross income for a six- 
month period, then supervisory 
salaries are reduced in proportion 
to the excess of 22 percent. If history 
continues to repeat itself, though, 
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there’s little danger of this safeguard 
being used. In November 1956, total 
salaries were 16.7 percent of income, 
but by April 1957 they had dropped 
to 15.2 percent. Even in January 
1957, when $5 raises were granted 
to all employees, 
salaries rose to only 17.4 percent of 
income. 


non-supervisory 


Geared to income 

Non-supervisory employees have a 
bonus plan geared to income rather 
than growth. Each month one-half of 
one percent of the credit union’s 
gross income is set aside. Every June 
L and December 1 this fund is dis- 
tributed to non-supervisory em- 
ployees on the basis of percentage of 
regular salaries; thus the non-super- 
visory employee whose regular salary 
was 4 percent of the six-month salary 
total would receive 4 percent of the 
incentive fund. The June and Decem- 
ber dates were picked to provide 
extra money at vacation and Christ- 
mas times. There is this limitation: 
If all salaries exceed 22 percent of 
the credit union’s gross income, then 
the incentive fund is decreased by 
the amount in excess of 22 percent. 

MacKinnon says, “This incentive 
plan has definitely raised production. 
We save money by paying an incen- 
tive bonus.” Each month non-super- 
visory employees receive a personal 
record of the incentive fund showing 


the credit union’s total income, total 
salaries paid and the salary percent- 
age of income, total eligible (non- 
supervisory) salaries paid, balance in 
the incentive fund, each 
eligible earnings and each person's 


person s 


possible share. Then this statement is 
included: “It (the incentive plan) 
enables you to share personally in 
the results of loyalty and industry 
by you and your fellow employees. 
It is proof that if you will take a 
personal interest in helping provide 
better service, you can increase your 
earnings and also have the personal 
satisfaction of a job well done. Try 
to think of methods to serve our 
members better, faster and 
economically. It pays!” 

All employees are eligible to par- 
ticipate in the CUNA retirement plan, 
and the credit union pays half the 
premium for Blue Cross and Blue 
Shield protection for all employees. 
The credit union also pays half the 
premium on a health and accident 


more 


insurance policy for all employees, 
half the premium on a “key man” 
health and accident insurance policy 
for supervisory employees, and the 
entire premium on a group life in- 
surance policy. 

The two health and accident 
policies serve different purposes. The 
basic plan which covers all employees 
provides income protection for the 


= 
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person covered. The “key man” poli- 
cies protect the credit union by en- 
ibling it to replace a supervisor 
temporarily without having to pay 
two sizeable salaries. 

As a field representative for the 
Michigan Credit Union League from 
1950 to 1952, MacKinnon learned 
that one of the questions most boards 
“How 
should we pay in salaries?” As he 
Michigan. he found that 
credit union treasurers with almost 


of directors ask is, much 


covered 
equal responsibilities and similar 
operating circumstances were paid 
widely divergent salaries. 
That persistent question was still 
Via Kinnon’s mind whe n he be- 
ime  treasurer-manager at Ford 
Dearborn in October 1952. By April 
1953 when there were three fulltime 
employees and two parttime em 
ployees, the Ford Dearborn directors 
decided to take action. An employee 
relations committee composed ot 
John Cole, John Uhelski and Bernard 
Gerhardi was appointed to study all 
mployee relations matters and to 
ike recommendations to the board. 
It was agreed by the directors at the 
beginning that. “Whatever we do 
for the credit union employees, we 
will give them the equal of what we 


receive and trv to go one better. 


Sifting the data 

The employee relations committee 
began by studying union contracts. 
One member was a union business 
agent, the other two were Ford 
salaried employees. They interviewed 
Ford industrial relations employees 
and gathered information from other 
credit unions. 

The first 
agreement defining hours of work, 


result was a working 


vacations, leaves of absence, methods 
of redress and other subjects. A labor 
attorney reviewed the contract and 
found that it violated no labor laws 
and that it was, in fact, a model 
agreement. 

When the committee got into wages 
and employee benefits, however, it 
found that it was 
ground. After 
with other credit unions and gather- 


plowing new 
several conferences 


ing outside information, the commit- 
tee told the board that this was a 
problem first of basic fundamentals. 
[he committee recommended that the 
board ask itself these questions and 
inswer them in this order: 

1. Why do we have a responsi- 
bility to our employees? 
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2. What is our responsibility ? 


How do we put our objectives 
into practice? 

Out of the answers to these ques- 
tions came the policy statement, 
which guided the board to decisions 
on wages, incentive plans and fringe 
benefits. 

The Ford board got 
some timely help from MacKinnon’s 
connection with the league. In 1954 


Dearborn 


managers of larger credit unions in 
Michigan began meeting frequently 
to discuss mutual problems. One of 
the most frequent subjects was per- 
sonnel policies. Seminars were held, 
and experts were invited to speak. 

The league board appointed a com- 
mittee in 1955 to study the whole 
field of credit union personnel poli- 
cies. MacKinnon was a member of 
that committee, which spent almost a 
year gathering information. 

As part of his quest, MacKinnon 
studied the records of almost one 
hundred credit unions with paid per- 
sonnel; he also interviewed super- 
visors of other financial institutions 
and talked with people in industrial 
personnel work. 

MacKinnon’s study laid one of the 
hedroc ks for the Ford Dearborn 
personnel policy. He analyzed more 
than eighty credit unions and classi- 
fied them by size: Class I 
from $300,000 to $500,000; Class II 

assets from $500,000 to $1,000.- 
000; Class III 
000,000. 

He found that out of each dollar 
of gross income, Class I credit unions 
paid 62.2 cents for all expenses and 
28 cents for salaries; Class II credit 
unions, 47.7 cents and 21 cents; 


assets 


assets over §$l.- 


Class III credit unions, 40.6 cents 
and 18 cents. Averages for all three 
classes were 45.6 cents for all ex- 
penses and 19.5 cents for salaries. 
Since the Ford Dearborn Federal 
Credit Union was over the $3 million 
mark at the time, the personnel rela- 
tions committee used MacKinnon’s 
Class III findings as its guide. Allow- 
ing some extra cents for incentive 
plans and benefits, they 
reasoned that a credit union of that 
size should hold salaries under 22 
percent of income. This arbitrary 22 
percent thus became the basis of 
later personnel policy decisions. 


fringe 


In March 1956, the salary policy 
statement was adopted by the board, 
and in April the general personnel 
policy set up salaries for supervisory 
and non-supervisory personnel, clas- 


sified all personnel, set up retirement 
savings for all employees and began 
the incentive plan for non-super- 
visory employees. Not until October 
was MacKinnon authorized to publi- 
cize Ford Dearborn’s _ personnel 
policy. The board had decided to 
iron out the kinks first. 

Since the Detroit area is a labor- 
union stronghold, credit unions with 
paid employees invariably have to 
answer the unionization question. 
Mackinnon’s opinion is that union- 
ization should never be opposed. 
Ford Dearborn Federal Credit Union 
officers are both union and_ non- 
union, and some are former union 
officials. They have advised the credit 
union employees that the union ques- 
tion is theirs to decide. In a secret 
ballot, 
rejected unionization, but on recom- 


non-supervisory employees 
mendation of management elected one 
non-supervisory employee as spokes- 
man. 

Each Ford Dearborn employee is 
assigned a primary and secondary 
responsibility and instructed to per- 
form as well as possible with as little 
supervision as possible. Employees 
temporarily 
possible, and salaries are paid on the 


are rotated whenever 


basis of primary responsibilities. 


No time clocks 


Employees do not punch a time 
card, but turn in a weekly work 
record card. 

Credit union management's con- 
sideration for employees does not 
stop with written articles and rules. 
The Ford Dearborn Federal Credit 
Union bought property from Ford 
Motor Company four years ago for 
$24,000 and erected a_ one-story 
building with full basement. By July 
1956, the credit union had outgrown 
its space, and a tri-level addition was 
added on one end, giving more room 
to the loan interviewing and execu- 
tive offices and providing a private 
board room below ground level. 

Through an astute piece of ground 
selection, the credit union building 
was aan across the street from 
the twin Tikes fronting Ford Motor 
Company’s engineering and research 
administrative offices. The landscap- 
ing there is virtually in the credit 
union’s front door. Nearly all credit 
union members transact business 
during lunch hours. Each Friday, 
when Ford hourly employees get 
paid, there is a check-cashing rush 
on the credit union, which has ruled 


The Credit Union Bridge 





that it will cash a pay check only if 
the credit union member makes a 
share deposit or a loan payment. 
Then on the fifteenth and thirtieth 
of each month there is an additional 
rush when Ford salaried employees 
are paid. 

As an additional employee benefit, 
the board instaHed a kitchen in the 
credit union basement. Recently the 
credit union hired a Ford employee’s 
wife to prepare a noon meal. The 
credit union pays the cook, and em- 
ployees pay three dollars a week for 
meals. They eat in two shifts and 
always start a little late, since they 
must reserve regular noon hours for 
membership transactions. 

Automobile loans are the big item 
in Ford Dearborn’s business. For the 
first four months of this year, 597 
automobile loans were made, totaling 
$819,386. Next largest item was 
353 debt-consolidation loans, totaling 
$267,362.25. 

The Ford Dearborn board of 
directors made a liberal interpreta- 
tion of Section 5, Article IX of the 
Federal Credit Union Act, which 
states “the credit committee shall 
endeavor diligently to assist appli- 
cants in solving their financial prob- 
lems.” The result was three services 
to members. 

1. An insurance advisor is avail- 
able in the credit union office daily 
from 11:30 am. to 1:30 p.m. He 
files all loss payable clauses sent to 
the credit union in spite of the fact 
that the credit union does not require 
insurance in any form as a part of a 
credit union loan. Of this policy, 
MacKinnon “Studies have 
proven that cost ef insurance admin- 
istration would far exceed losses such 
a requirement would be designed to 


says, 
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prevent.” The insurance advisor has 
a private office apart from credit 
union operations. MacKinnon says 
that the advisor, in offering insurance 
counsel, often recommends that mem- 
bers change from monthly premium 
payments to annual payments by 
using credit union loans. 

2. An investment advisor, repre- 
senting a firm from the New York 
Stock Exchange, is in the credit union 
office each Wednesday from 11 a.m. 
to 1 p.m., or at other times by ap- 
pointment. MacKinnon says, “Be- 
cause of the high average income of 
our members, many invest in securi- 
ties or wish to do so. The investment 
advisor counsels against unwise in- 
vestments and suggests that members 
make sure they have sufficient savings 
in the credit union before consider- 
ing such investments. Since it is the 
philosophy of this credit union that 
dividends on shares are a cost of 
doing business and should be kept as 
low as possible, members who indi- 
cate an interest in realizing larger 
returns are referred to the advisor.” 


Income tax advisor 

3. Each spring at tax-paying time 
the credit union invites an income 
tax expert to come into the office 
and counsel members for a small fee 
paid by members. 

In all three of these services, the 
credit union makes sure that the 
members understand four things: The 
advisors are a separate and distinct 
operation from the credit union; Use 
of their services is not a requirement 
for other credit union benefits: Use 
of their services is strictly a private 
matter between the member and the 
representative; The credit union 
exercises no responsibility for the 


Salaries should run about 22 percent of 
gross for a credit union this size, says Mac- 


Kinnon. 


administration of these services be- 
yond the belief that the representa- 
tives are reputable and trustworthy. 


Exploitation a mistake 


If there was a mistake in Ford 
Dearborn’s personnel policy, Mac- 
Kinnon says, it is the fact that the 
credit union didn’t begin considering 
a policy the day it was organized. 
“If the credit union must exist by 
exploiting anyone, its treasurer or 
assistants, then it had best not be 
organized in the first place,” he says. 


Leagues play an important part in 
personnel policies, MacKinnon be- 


lieves, by helping credit unions 
establish their own policy, then leav- 
ing it to the credit union to devise its 
own procedure. Local prevailing 
wage rates are a main factor because 
the credit union must compete for 
labor; the credit union should never 
bargain between people, but rather 
assign responsibilities, set fair wages 
and then find persons to fit the scale. 

There is this one caution, Mac- 
Kinnon adds. “Even though the board 
of directors authorizes an empleyee 
relations committee and the presi- 
dent appoints one, the entire board 
must give serious and fair consider- 
ation to the matter of personnel 
policies. Sometimes they have to be 
big men when called upon to give 
benefits to their employees that they 
themselves may not enjoy. Our per- 
sonnel policy is what it is because 
we had big men in our president, 
Richard Allen, and in the present 
employee relations committee mem- 
bers, Paul Champagne, Ted L. Lusky 
and John Uhelski. They never stop 


trying to improve our program.” 





Join the Chamber? 


Can a. credit union join the local 
chamber of commerce? Do you think 
that it would be a good idea for us to 
do this? 


ANSWER: 


There is nothing which prevents a 
credit union from joining the local 
chamber of commerce. A number of 
credit unions belong. They find this 
an excellent way to take an active 
part in community activities. Belong- 
ing to the local chamber of commerce 
offers credit unions an ideal oppor- 
tunity to prevent misunderstandings 
in the business community regarding 
credit union principles, purposes and 


activities. 


Pay-day Loans 


Our board of directors has voted 
against making pay-day loans. They 
say the members should budget them- 
selves so they wouldn’t need such 
loans. Do you agree with this? 


ANSWER: 


Some boards take this action be- 
cause a minority abused the pay-day 
loan privilege. But, when properly 
controlled, pay-day loans are a valu- 
able and important credit union serv- 
ice. It is frequently a very small 
amount, needed for just a very few 
days. which forces members, or oth- 
ers in the field of membership, to 
borrow money at usurious interest 
rates. Usually those members who are 
in need of emergency short term loans 
can least afford to pay excessive inter- 


est costs. 


Temporary Employees 


We have a lot of temporary em- 
ployees come to work for our company 
and leave due to seasonal lay-offs after 
three or four months. Some of them 
come back to work again the follow- 
ing year, some of them don’t. We have 
had an argument on our board wheth- 
er we should take any of these em- 


ployees as members of the credit un- 
ion. What do you think? 
(\NSWER: 
Temporary and permanent em- 


ployees have the same _ problems, 
needs and emergencies. Some tem- 
never have 


saved a cent in their lives. They 


porary employees may 
would be in need of an opportunity 
to save systematically. And the credit 
union is in a position to give them a 
chance to get started on a savings 
program. As in all such programs, the 
beginning is the most difficult part. 
For seasonal employees who are on 
a weekly payroll, a three or four- 
month period of seasonal employ- 
ment may be sufficient to develop a 
desire to carry out a systematic sav- 
ings schedule. 

Loan needs of temporary em- 
ployees should be considered on the 
basis of character, previous credit 
history, and length of residence in the 
community. When a temporary work- 
er has just moved into a community 
he usually did so because he knows 
a friend or relative who is already 
established there. Frequently friends, 
relatives and fellow 


have known the new 


workers, who 
member for 
some time, will be glad to serve as 


co-signers. 


Saving Committee Time 


It is getting so our credit committee 
is crowded for time. The company has 
not complained yet about the amount 
of company time they are using, but 
I'm afraid maybe they will. What can 
we do to save time? 


ANSWER: 

Perhaps the best solution to this 
problem is to try to convince the 
company that the time spent by the 
credit committee, on the considera- 
tion of loan applications, is really 
spent in the company’s interest. One 
of the best selling points is to show 


to management that, if the credit 
union were not able to meet the 
employees’ loan needs quickly once 
they arise, the company would be 
troubled by constant 


wage advances. 


requests for 


But, in addition, here are some pro- 
cedures which will help to conserve 
the committee’s time: The treasurer 
or manager should gather in advance 
of the meeting all data on file in 
regard to the applying member. This 
would include the member’s ledger 
sheet (or card), his complete file, as 
well as any other documents concern- 
ing loans which he might have out- 
standing. If the manager makes a 
thorough study of the complete his- 
tory and record of all members whose 
loan applications are to be discussed 


during the day’s committee meeting. 


he can (1) give the committee recom- 
mendations containing his considered 
judgment of the member’s financial 
situation and (2) he can, in difficult 
cases, give a complete credit history 
without the necessity of referring 
back to the records. 
Full-time Manager? 


How big do you think a credit union 
should be before it hires a full-time 
manager, and how much should he be 
paid? 


ANSWER: 

The time to hire a full-time man- 
ager is six months before the credit 
union can afford it. Waiting longer 
may mean permanent loss of the 
opportunity for full growth and 
maximum service to the membership. 

The manager’s salary should be 
comparable to local salaries for posi- 
tions with similar fiduciary responsi- 
bilities. A recent study shows that 
credit unions hiring top-flight per- 
sonnel are spending a maximum of 
19 to 22 percent of gross income for 
salaries. 
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Members who belong to the do- 
it-yourself persuasion need all 
the help the credit union can 


give on modernization loans. 


They like Title I loans 


FEW CREDIT UNIONS ARE 
MAKING HOME REPAIR LOANS 
UNDER THE FEDERAL HOUS.- 
ING ACT GUARANTEE PROGRAM 
TODAY, BUT THOSE THAT 

DO LIKE IT. IT GIVES MEM- 
BERS AND CREDIT UNION 
EXTRA PROTECTION, 


ASY¥ to use”... 


bers less” 


“costs the mem- 
“renders a real 
service.” 

These are typical comments found 
by a Bridge survey of credit unions 
now granting home improvement 
loans under the FHA Title I program. 

Incomplete figures show that credit 
unions have loaned at least $3 million 
to members on loans insured by the 
Federal Housing Administration. The 
FHA office in Washington indicates 
that less than 60 credit unions are 
approved by FHA as 
agencies. 

FHA classifies Title I loans into 
four groups: Class 1 (a), repairs and 
improvements on single-family dwell- 
ings; Class 1 (b), repairs and im- 


lending 


provements on multi-family dwell- 
ings; Class 2 (a), building commer- 
cial structures and Class 2 (b), build- 
ing non-residential farm structures. 

Nine out of every ten Title I loans 
are made to repair, alter or improve 
single-family homes. Thus a credit 
union, with federal government in- 
surance that the loan will be repaid, 
can loan a member money to add a 
room, convert basement or attic 
space, build a recreation room, add 
built-in bookshelves, install new ex- 
terior siding, refinish woodwork and 
flooring, weatherproof house, add 
gutters and downspouts, modernize 
plumbing, install better lighting fix- 
tures and make other repairs. 

FHA allows loans to be refinanced, 
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with original three-year notes not 
to exceed five years from date of 
original note and with five-year notes 
not to exceed seven years from date 
of original note. 

FHA insurance works simply so 
far as the credit union is concerned. 
FHA establishes an insurance reserve 
of 10 percent of the value of each 
loan approved by it for insurance. 
Thus, if a credit union has loaned 
$10,000 on Title I paper, the credit 
union has built up with FHA a $1000 
insurance reserve against loss. 

The credit union isn’t completely 
covered on defaulted loans, however, 
since FHA insurance will pay no 
more than 90 percent of the calcu- 
lated principal loss. The credit union 
bears 10 percent of the loss and 
assigns the note to FHA for collec- 
tion. A defaulted FHA note may not 
be assigned by a credit union to any 
agency other than FHA. 

Answering a Bridge questionnaire, 
almost every credit union treasurer 
said that FHA loan procedure is easy 
to follow. And, with only minor reser- 
vations, these treasurers recommend 
that other credit unions enter the 
litle | lending program. 

Within the past year FHA loan 
terms have been liberalized. Loans 
up to $3500 are now authorized, with 
up to five years repayment time 
allowed. 

The maximum interest charge 
which FHA will allow credit unions 
to charge borrowers on Title I loans 
is $5.00 discount per $100 of face 
amount per year on the first $2500, 
and $4.00 on amount in excess of 
$2500. Loans under $600 have three- 
year repayment maximums, and loans 
over $600 have up to five years allow- 
able. However, if a credit union takes 
property as security on the loan, the 
member must pay recording fees and 
cost of title search. These costs may 
not be paid out of proceeds of the 
loan or included in the face amount 
of the note. 

For its insurance protection, FHA 
charges 0.65 percent per annum of 
the amount loaned. Thus, if a credit 
union loaned a member $100 for one 
year on an FHA Title I home im- 
provement loan, the credit union 
would pay 65 cents insurance pre- 
mium to FHA on the loan. This must 
be taken out of earned charge and 
may not be charged against the 
borrower. 

Any improvement which adds to 
the basic utility or livability of the 
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home would qualify for a Title | loan 
so long as the borrower owns the 
property or holds a lease having a 
fixed term which runs at least six 
months beyond the maturity of the 
loan. 

In two important ways, credit 
union operation dovetails that of 
FHA. The Title | program under the 
National Housing Act is based on 
the good faith of all concerned— 
good faith of the borrower, good 
faith of lending agencies and good 
faith of the federal government. 

Too, FHA requires insured lending 
agencies to confine Title I business 
to the usual trade area. Since credit 
unions are limited by law to making 
loans to members, the credit union 
automatically fills FHA’s requirement 
that the lending agency be in position 
to investigate credits and to make 
spot checks on improvements. being 
financed. 

One application blank is all that 
FHA requires a credit union to com- 
seeking FHA insurance 
coverage. The credit union must state 
its history, its supervision, its field 
of service, approximate amount of 
various loans made during the pre- 
ceding year and must submit state- 
ments of consumer credit lending 
policy, of collection procedure, a 
recent financial statement, a detailed 
audit of books and letters from bank- 
ing institutions certifying amount of 
credit available for Title I financing. 

The credit union, if approved as 
a lending agency, then falls under 
the jurisdiction of FHA insuring and 
service offices located in each state. 
Field representatives are available 
for questioning. 

FHA does a major part of the 
paper work required on its insured 
loans by furnishing interest tables, 
discount interest charge factors and 
rebate allowables on prepaid notes 
and by stating loan requirements and 
policies. Government forms also in- 
dicate what kind of reports the credit 
union must file with FHA. 

If a credit union becomes ap- 
proved for FHA Title I loans, here 
are suggestions it can make to mem- 
bers: 


plete in 


l. Decide exactly what work you 
wish to have done. 

2. Get an estimate of cost from a 
reputable contractor or dealer. It is 
always wise to get several estimates. 
If one is considerably lower than the 
others, find out why before you 
accept it. 


3. Apply for a Title I loan from 
your credit union. You will fill out 
an application form stating the 
amount and purpose of the loan, any 
other Title I loans outstanding and 
other debts such as a mortgage on 
your property. 

4. The credit union treasurer may 
grant the borrower the money any 
time after the application is ap- 
proved. The member will sign a cus- 
tomary note promising to pay the 
credit union the cost of improve- 
ments plus financing charges in a 
specified number of payments. 

In most banks and savings and 
loan associations, FHA Title I loans 
are made to dealers and not to in- 
dividual borrowers. Credit unions 
generally loan money directly to the 
property owner, since the credit 
union borrower must be a member. 

Some credit unions use Title | 
loans so extensively that they prepare 
special brochures on this type of 
loan. Other credit unions advise 
members to use standard credit union 
loans, but will grant Title I loans 
when the member requests it. And 
still others have become approved as 
Title I lending agencies, but have 
never issued Title I loans, prefering 
instead to use normal credit union 
loans. 

Regardless of what type home im- 
provement loan a credit union mem- 
ber uses, the treasurer should give 
the member a few precautions: 

1. If in doubt about the dealer 
or contractor you're dealing with, 
consult the Better Business Bureau 
or the Chamber of Commerce. The 
credit union might prepare a list of 
reputable contractors and encourage 
members to deal with them. 

2. Home owners should avoid the 
glib talker who offers a cash rebate 
or bonus or proposes to use your 
home as a model. Avoid the false lure 
of the trial purchase offer. 

3. Beware of exaggerated or un- 
reasonable guarantees on quality of 
products or type of work. Talk over 
these claims with other contractors 
or dealers. 

4. Be sure you understand any 
paper you sign. FHA forms are direct 
and not misleading, but you should 
understand your obligations to your 
credit union and to the federal gov- 
ernment. 

Probably the outstanding credit 
union user of Title I loans is the 
Boeing Employees’ Credit Union in 
Seattle, Washington. This $8 million 
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credit union started making Title | 
loans June 21, 1954, and has loaned 
about $900,000. Manager Harry G. 
Holloway says, “We find that the 
procedure as set up by FHA is easy 
to follow, and any questions that do 
arise are readily answered by the 
local FHA office.” This credit union 
allows a member to have a personal 
loan, an automobile loan and a Title 
I loan outstanding all at once, if he 
can afford the payments. Some 950 
members have used Title I loans, and 
Holloway says, “We would certainly 
recommend that other credit unions 
take advantage of this loaning pro- 
gram if they have sufficient assets.” 

Ellenville Credit Union in Ellen- 
ville, N. Y., is another heavy user of 
Title I loans, with $448,700 loaned 
under the program. Louis N. Zipper- 
man, treasurer, says the chief ad- 
vantage is longer repayment time, 
and he emphatically recommends that 
other credit unions enter the pro- 
gram. 

Progressive Workmen’s Credit 
Union in Malden, Massachusetts, be- 
gan making Title I loans in January, 
1935. Total since then is about 
$360,000, and Title I loans outstand- 
ing in March were $47,000. Philip 
Isenman, treasurer, says, “Some of 
the advantages to the member are: 
He is able to pay cash for his require- 
ments; no co-makers or security are 
required for loans up to $5000, and 
the loan may be for five years.” Isen- 
man also notes these advantages for 
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the credit union: “It is possible to 
make the above loans, which would 
otherwise not be within the statutes; 
the member does not have to seek 
home improvement loans elsewhere; 
the rate of income is good, and there 
is a guarantee against losses.” Isen- 
man says that his credit union’s 
claims on Title I loans in 22 years 
did not exceed $5000 and were paid 


promptly by FHA. 


Made 237 loans 


Carbide Employees’ Federal Credit 
Union of Texas City, Texas, has made 
273 Title I loans totaling $207,000. 
J. W. Bones, office manager, says, 
“Since we are an industrial type 
credit union, we have men of differ- 
ent crafts helping each other by trad- 
ing labor when working on their 
homes. By doing their own labor, all 
they need is materials. If they get 
their loans elsewhere, like through a 
lumber company, they have to take 
this one supplier’s prices and they 
have no chance to bargain and use 
different suppliers and save; but if 
they use our credit union’s Title I 
loan, the check is made out directly 
to them and they can shop around, 
buy for cash and save.” Bones men- 
tions this other advantage: “By using 
the credit union and having the check 
made directly to him, the member 
has a little bigger club over a build- 
ing contractor, fence company, etc., 
because he just doesn’t have to pay 


Members often say they like not 
having to furnish chattel mort- 


gages on their furniture. 


for the job until he’s happy with it.” 

Bones offers this one caution: “As 
to recommending that other credit 
unions get into this Title | business, 
| would say yes—if they are big 
enough, or rather strong enough, be- 
cause a large majority of this money 
will have a 36-month payoff which 
ties your money up and at a flat 5 
percent discount rate which is lower 
than 1 percent per month. Since these 
are loans on homesteads there is a 
little more paper work involved; but 
| would say that if a credit union has 
a cash surplus and wants to do its 
members another service, it should 
go into FHA Title I lending. It won’t 
get to be a big business, but it will 
get rid of some of their surplus and 
render a real service to their mem- 
bers while doing it.” 

James R. Ferrell, manager of the 
Richmond Teachers’ Credit Union in 
Richmond, Calif., hedges a little on 


the FHA loan procedure ease by say- 


ing, “it’s not easy to fo'low until you 
live with it a while.” Ferrell lists these 
advantages: Title I loans are easy to 
promote if the credit union needs to 
invest more money in loans to mem- 
bers; they make it possible for the 
credit union to loan sums of money 
that some members could not qualify 
for otherwise because of the lack of 
collateral. In making such loans, 
Ferrell says, a real service is rendered 
with money that might otherwise 
have to be placed in “outside” 
investments. Ferrell adds, “If proper- 
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essed Pith | 


investment ol the 


loans are a 
credit 
s funds.” 

‘We would recommend that other 
credit unions get into the Title | pro 
oram it the 
exist Ferrell says: “If the 


conditions 
credit 


union can accept the lower net return 


following 


without jeopardy to its overall long 
range plans and if the credit union 
has a person who is qualified and 
who has the time to process the loans 
properly 

Advantage of lending direct to the 
borrower is cited by Walter Heaton, 
manager of the Du Pont SRW Em 
Federal Credit Union in 
Orange, Texas. He says, “| think this 


direct loan is very good in an area 


ploye ¢ < 


where you have a lot of do-it-yourself 


cuys. 

An educational feature is pointed 
out by William I. Johnston, manager 
of Nationwide Credit Union, Ine., in 
Columbus. Ohio. “If there is ade juate 
promotion and education in a men 
bership group,” Johnston says, “the 
credit union can convince its mem 
bers that they should check with the 
credit signing loan 


union before 


papers tor a dealer or contractor.” 
Rapids 
Credit Grand 
Rapids, Mich., has loaned $30,000 


Grand 


Telephone Em- 
ployees Union in 
under Title |, but this credit union 
does not resort to Title | applications 
when personal collateral is adequate. 

\. D. Schiff, treasurer of the V. 
\. Credit Union in Des Moines, lowa, 
says, “We have found the procedure 
quite easy to follow. The original 
application is made on the FHA 
form: our regular note is signed, and 
issued to the 
borrower, a report of the loan is 
made to FHA. They, in turn, bill us 
for the insurance charges due on the 
loan reported.” Schiff adds, “On this 


type ol loan we have had no problem 


when the money is 


on delinque mi ies.” 


Helps regular loans 


S. E. Federal Credit Union in 

St. Paul. Minn., used its Title I lend- 
ing authority to push regular loans. 
Treasurer M. J. Mattson says, “Many 
of our members think that Title I 
home improvement loans are less 
costly than our credit union loans, 
ind by advertising Title I loans we 
have, on inquiry, been able to sell ou 
regular loan service in most instances 
ifter pointing out the advantages.” 
City and County Employees ¢ redit 
Union of St. Paul made Title I loans 
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from 1940 to 


ure! John 


1953. Then, says treas- 
Fandrey, the board of 
directors decided to continue making 
that type ol loan but not to insure 
them with FHA and save the insur- 
ance premium. Fandrey says, “Il 
would recommend that credit unions 
study the losses they had on loans to 
home owners and then decide if it’s 
worth the FHA premium they would 
have to pay.” This credit union makes 
modernization loans up to $3500 on 
a member’s signature, but the credit 
union pays construction and material 
bills. 

Althouczh the Title | 


allows for 


program 
refinanced loans, Gates 
Credit Union of Denver, Colorado, 
says, “It has been our policy not to 
refinance these loans, thereby reduc- 
ing a considerable amount of paper 
work.” W. C. Bentley, treasurer, says. 
“FHA Title | loans are covered under 
our loan protection insurance as well 
is anv other loan we make. As far as 
we know. no other lending agency 
in this area offers such an insured 
loan without additional cost to the 


borrower 
\ negative vote 
Postal Credit Union in 


got 


~ 


Spokane 
Spokane, 
into the Title I loan field because a 


Washington, or iginally 


member was hesitant about mortgag- 
ing his household furnishings as col- 
loan. 


lateral for a modernization 


Hollis ( 


I lending as a good feature to have 


. Stowell, treasurer, sees Title 


available, but he says his members 

rarely use it. 
Minneapolis Postal 

Credit Union in Minneapolis, Minn., 


Employees 


once made Title I loans but has not 
made any for several years. Treasurer 
G. H. Conley says, “Procedure is very 
complicated, and we find that we can 
make all the home improvement loans 
necessary at our regular interest rate 
which is just as cheap, if not cheaper, 
than the rate charged on Title | 
loans.” Conley adds that his credit 
union sees no advantages in Title I 
loans and he says, “We would not 
recommend that other credit unions 
get into Title I loans.” 

Though the Bridge survey found 
only one outright credit union dissent 
to the FHA Title I loan program, all 
credit unions now making these loans 
and any credit unions which may 
wish to enter the field need to know 
some of the dangers. 

One financial expert has said that 


the new broader FHA loans (five 


years repayment and $3500 maxi- 
mum) represent a new opportunity 
for unscrupulous sellers and a chance 
for finance agen ies to collect interest 
needlessly because the borrower 
might take 
terms when he actually could afford 
to pay off the loan in less time. Pro- 


the longer repayment 


tection against this latter flaw has 
long been a credit union service, since 
members are encouraged to pay off 
loans in as short a period as their 
budgets will allow. 


Check these points 

Credit union treasurers using Title 
[| loans should watch for these 
dangers: 

1. Stretching the payments over 
five years means lower monthly pay- 
ments, which may make it easier for 
sellers to charge your members high 
prices. Invariably moderate income 
buyers, including most credit union 
members, tend to give more attention 
to how much they will have to pay 
a month than the price of the job. 

2. Explain to members that longer 
repayment terms mean a larger total 
finance charge, regardless of size of 
monthly payment. 
whether the $3500 
signature loan limit and five years 
repayment will really give your mem- 


4. Question 


whether it will 


encourage indiscriminate borrowing. 


bers a service or 


1. Insist that members get several 
estimates on cost of work to be done. 
It might be a good policy to insist 
that members produce two or more 
estimates in writing before granting 
the loan. 

Current FHA Title I loan regula- 
tions are written into law through 
Sept. 29, 1959. One money-wise ad- 
viser has suggested that the best buy 
in housing now is in homes built 
before 1940 but which have been 
neglected by owners and now need 
repair. He points out that these 
houses probably have decreased in 
value, while well-kept pre-war houses 
have risen in value. The run-down 
houses probably are fundamentally 
well built and may be well located 
for schools and other conveniences. 
He suggests that Title I loans, prop- 
erly used, will enable the new owner 
to put the run-down house in good 
shape. 

Credit unions wishing more infor- 
mation on FHA Title I loans may 
write the FHA insuring and service 
office in their states. 
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WHAT'S 
HAPPENING 
TO THE 
$3 TO S30 
LOAN? 


The signs point to 
a revival of loan 
sharkism, with only 
credit unions 


able to fight back 


_—. happening to the $5 to 
$50 loan? This 


loan range, 
which is traditionally the happy hunt- 
ing ground of the shark, is 


abandoned by 


loan 
rapidly being com- 
mercial credit agencies. 

In many areas, only credit unions 
welcome loans between $5 and $50. 

Hence the loan shark is being in- 
vited back to life. It’s no accident that 
shark activity is re- 
ported along the New York water- 
front, even in the corridors of the 


New York Times Building. 


Costs of small loans are too high 


renewed loan 


for most commercial lenders today. 
Years ago, when the 3 percent per 


month rate was inserted in the Uni- 


panies in Wisconsin, Minnesota and 
lowa are making from 4 to 6.5 per- 
cent of thei in the $50-and- 
under range. 

Recently, the Duke University Law 
School published a study showing the 
Massachusetts. 
below 


loans 


downward trend in 
show a 


drop from 18.91 percent to 2.50 per- 


Figures in the box 
cent in less than fifteen years. ; 

Of course it’s true that the size of 
the average loan has risen everywhere 
due to inflation. However, the dollar 
has by no means shrunk as fast as the 
percentage of under-$50 loans has 
dec lined. 


What it this: 


costs of commercial lenders have risen 


comes down to is 


DROP IN PERCENTAGE OF LOANS 
MADE FOR $50-AND-UNDER BY 
SMALL LOAN COMPANIES IN MASSACHUSETTS 


Total, 
all loans 
236,006 


228 


Year 
1937 
1938 
1939 
1940 
194] 

1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 

1952 


form Small Loan Law, it provided 
enough income to make it possible 
for licensed small loan companies to 
make a fair percentage of their loans 
in the $5 to $50 range. Today, this 
percentage is way down. A check by 
The shows that loan 


Bridge com- 


$50-and-under 
loans as % 
of total 


Total loans 
at $50-and-under 
36.995 
33.935 
19.706 

52.801 
56.630 
12.863 
34.135 
30,194. . 
25.266 10.89 
9.46 


so fast that credit unions are the only 
remaining defense againt the loan 
sharks. Either credit unions make the 
under-$50 loans, or the loan sharks 
do. 

How are credit unions doing in this 


field? 


A Bridge survey shows there 





is great variation in this field, de- 
pending on the membership and 
average member income of the in- 
dividual credit union. Some credit 
unions have few members who need 
under-$50 loans. Others have lots of 
months of 


them. three 


loans in 89 credit unions, The Bridge 
handful of credit 
making no loans in the under-$50 


bracket. Nearly half of those sur- 


veyed, however, are making 10 per- 


Surveving 


found a unions 


cent of their loans, or more, in the 


under-$50 range. One credit union 
reported over 50 percent of its loans 
in this bracket. 

There are those in the credit union 
movement who look down their noses 
at the under-$50 loan. The member 
should budget better, they argue. He 
shouldn’t need small loans to tide him 
over. The under-$50 loan costs the 
it's a bother; it 
doesn’t really help the member; it 


credit union money; 


just encourages him in sloppy habits. 


In all this, there is a germ of truth, 


but it doesn’t stack up against the 
mountainous fact that members who 
need a small loan to tide them 
through a shortage will get it some- 
where. If it isn’t from the credit 
union, it may be from a loan shark. 
As things stand today, the credit 
union is the only legitimate lender 
that can afford to make this kind of 
loan. It is the last line of defense 
against the loan shark. If the credit 
union falters, the small sum borrower 


is lost. 





Percentage of credit union loans 


in $50-and-under group; 


three months 1956-57 
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The material in this department is available in reprint form for distribution to members, under the heading The Credit 


Union Family Digest. Sold in bulk at two cents a copy; lower prices above 1,000. 


Tips for Home Owners 


Old House or New? 

Some of today’s best housing buys 
are in old, established neighborhoods. 
\ credit union member may save 
money and time by investing in an 
older house, and his credit union may 
be able to help him move in. 

For one thing, many families who 
surge to the 
suburbs with their new developments 


joined the post-war 


and supposedly wide-open spaces, are 
finding that they spend a lot of time 
just getting to and from work. One 
expert has estimated that a person 
can add eight leisure hours to his 
week by living closer to work. 

There’s a big money factor, too. 
Some suburban developments have 
run short of mortgage money, but 
financing is said to be relatively easy 
to get for a sound, older home. 

And, if the house needs remodel 
ing, the credit union can be of serv- 
ice with a home improvement loan. 
Some credit unions make FHA Title 
| home improvement leans, and other 
credit unions have patterned their 
own home repair leans after the gov- 
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ernment-insured plan. Limit on FHA 
loans is $3500 with five years to 
repay. 

Or, if extensive remodeling must 
be done, those costs can be absorbed 
into the original mortgage. 

Whether shopping the old or new 
house market the prospective buyer 
must dodge pitfalls like shoddy con- 
struction or zoning regulations. Pro- 
fessional advice is recommended, and 
casual conversations with fellow 
credit union members may produce 


some good leads. 


Save on heat 

Hold your home heating and cool- 
ing costs to $10 a month with maxi- 
mum insulation, adequate attic venti- 
lation, outside shading of sunny 
windows and placement of glass areas 
facing north and south. 

These are insulation experts’ rec- 
ommendations after testing 120 
houses across the country, each ap- 
proximately 1,200 square feet or 
“average size. 

Trees—especially east and west— 
are the least expensive and one of the 
best cooling devices. Also essential 
is attic ventilation. In summer, attic 
air becomes warmer than outside air, 
and proper ventilation keeps the two 
temperatures constant. In 
winter proper attic ventilation re- 
duces moisture and condensation. 


almost 


Points to Check on 
Two absolute points in buying, 
building, renting or remodeling a 
home: Check the zoning laws and in- 
vestigate the reputation of the con- 
tracting firm. 


With purchases of older houses 


becoming more frequent, there are 
additional pointers: In the basement 
check the foundation walls, look for 


rotted or sagging floor joists and 





check the wiring; in the attic look 
for roof leaks, check the general 
construction, insulation and wiring. 

When you finish the top-and-bot- 
tom check, enter the living section 
and turn on lights in each room, test 
every faucet and flush all 
toilets. Open and close all doors and 
windows several times to be sure 
that they do not stick, that they fit 
well, that they are not warped and 
that there are no wide cracks around 


water 


them. Be sure there are enough win- 
dows for proper light and ventilation. 

Have an expert familiar with local 
building codes and zoning ordinances 
check the equipment, 
plumbing and wiring and get esti- 
mates from reliable contractors before 
buying the house. 


mechanical 


Help for Co-op Housing 

Any eight credit union members, 
who by being members already share 
a common bond, may enter a co- 
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operative home-building program 
with low down-payments and a gov- 
ernment-insured loan. 

rhe cooperative housing program 
under section 213 of the National 
Housing Act provides for construc- 
tion of single-family and multi-family 
dwellings. Eight or more prospective 
home buyers could form a non-profit 
organization, with their down pay- 
ments ranging from 5 to 10 percent 
forming the organization’s capital. 
After the houses are finished, the co- 
operative is dissolved and the home 
builders begin paying off their in- 
dividual mortgages with up to 40 
years to pay. 

All members of the cooperative 
must pass credit chee ks, and a lot of 
paper work is involved in set uring 
the FHA loan. But the low down- 
payment and 40-year payoff may 
prove appealing to some credit union 
members. Any state FHA office can 
give more information on section 


13 
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Costs Are Rising 

The average one-family home built 
in the U. S. last year had three bed- 
rooms and sold for $14,500. For the 
past three years the majority of new 
homes have been in the $12,500 to 
$15.000 bracket. 

Last year houses costing above 
$20,000 jumped to 18 percent of the 
total starts. and houses between 
$15,000 and $20,000 now total 26 
percent ol all starts, a 10 percent 
increase in two years. 

Three years ago 11 percent of all 
houses were priced below $7000. Last 
year this rock-bottom bracket fell to 
L percent. 


Your Credit Union Helps! 

For help with your house, don’t 
forget your credit union! 

You may need help with the down 
payment, or with the remodeling, or 
with the moving. 

You may need a big loan for a 
short time while you are selling the 
old place and moving into the new 
one, 

Credit unions help with all these 
loans. Your credit union is always 
glad to help you get a better place 
to live, because there’s no_ better 


service we can bring each other. 


{n old gentleman was riding in an airplane 
for the first time. At Phoenix, Arizona, the 
plane made a beautiful landing, and imme- 
diately a little red wagon rushed up to refuel 
it. The next stop was Fort Worth, Texas, and 
igain a little red wagon rushed up. The same 
thing occurred in Nashville, Tennessee. 

A fellow passenger said to the gentleman, 
‘These planes certainly make wonderful 
time a 

The old man replied, “That little red wagon 
ain't doing so bad, either.” 


No Conflict 


It’s an interesting fact that people 
are saving today just as much as they 
saved fifty years ago. 

Despite the great increase in bor- 
rowing since installment credit was 
developed, people save about the 
same percentage of their income as 
they saved in 1900. 

The reason for this is clear: peo- 
ple have learned that there is no con- 
flict between borrowing and saving. 
You can do both at the same time. 


Sometimes when you borrow, it 
helps you save money. Any time you 
do borrow. you should try to save at 
the same time. 

This is why the credit union is the 
most convenient place to take your 
money problems. You can borrow and 
save at the same time. 


You be the Judge 


When you buy something on credit, 
it costs you a little more. 


When you save and buy for cash, 
it costs you a little less. 


You're the best judge of which is 
the best way to buy something you 


need or want. 


If you need it badly, then you 
afford to pay a little more for it. 


If you don’t need it much, you 
might as well get the most for your 
money by saving up the cash. 

Your credit union can help you 
either way—borrow or save. You 
should always save, and you should 
feel free to borrow whenever it makes 
sense for you. 


It was so tough for Joe to get up in the 
morning that he went to his doctor who pre- 
scribed a pill. Joe took the pill, slept well, 
and was awake before he heard the alarm 
clock. He dressed and ate breakfast leisurely. 
Later he strolled into the office, and told the 
boss: 

“IT didn’t have a bit of trouble getting up 
this morning.” 

“That's interesting,” the boss said, “but 


where were you yesterday?” 
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oe are usually a number of 
claimants for every title, and the 
question of who was the first to sell 
a commodity on the installment plan 
is not easy to answer. But undoubt- 
edly the first to use installment plan 
selling on an economically important 
scale was the Singer Sewing Machine 
Company. To Singer must go credit 
for introducing into American busi- 
ness a sales practice which perhaps 
has had a deeper effect on our econ- 
omy than any other business method. 

Just how installment 
selling is to the American economy 
may be indicated by the fact that at 
the end of April, 1957, Americans 
owed a giant $31.5 billion in install- 
ment credit. It is hard to realize, now, 
that until comparatively recently in 


important 
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SINGER... 
INSTALLMENT 
PIONEER 


The Singer Sewing Machine Company 


carried installment credit to 


many parts of the world, and used 


some pretty quaint methods at times 


our history installment credit to con- 
sumers has considered both 
morally wrong and economically un- 


been 


sound. It is all the more curious since 
installment credit has long been an 
accepted method of financing the 
acquisition of capital. 
Railroads, for example, have long 
purchased equipment through the use 
of railway equipment bonds. Pay- 
ments are made on these bonds over a 
period of ten years, under the same 
type of plan and contract as is used 
in installment 
goods. 

In the early 1800's there were a 
few things—notably, real estate and 
high-grade furniture—being sold on 
the installment plan, but nowhere was 
this sales method used to retail con- 


producer’s 


sales of consumer 


sumer goods on a scale which afforded 
any real impact on the economy. 
Singer was the first company to retail 
its products this way, both in the na- 
tional and international market, in 
significant volume. 


Average income: $500 

In 1856, when the company was 
but six years old, its cheapest home 
machine, the “turtle back”, sold for 
$125. At that time, the annual income 
of the average American family was 
$500. Obviously, a sewing machine, 
no matter how useful it might be in 
a household, was too large an in- 
vestment for most families to man- 
age. So the company introduced what 
it then called, and the English still 
call, hire-purchase—and which we 
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know 
At five dollars down and five dol- 


as the installment plan. 


lars a month, the sewing machine 
became a possible purchase for thou 
sands of families for whom the total 
sales price was a prohibitive expendi- 
ture. Contracts mentioned neither in- 
terest nor carrying charges, but dis- 
counts for cash purchases produced 
the same effect. Within a year of its 
ntroduction of 


installment selling, 


Singer’s volume of sales increased by 
200 percent. And by 1874 Singer was 
selling more machines than those sold 


by all 17 


rivals 


competing American 

At first, the compary was appre- 
hensive about collections. It published 
a warning against the pawning or 
selling of machines not yet fully paid 
for. The size of down payments was 
watched carefully. “It appears,” a 
official wrote to a Mil- 
waukee agent, “that $955.50 worth of 


company 


machines were sold, of which you 
receive d $76 in ¢ ash. T his is too small 
leave the doubtful 


customers to your competitors.’ 


i proportion 


But losses were slight. Singer made 


i discovery of great importance: 
nearly 
or later 
that less than one-half of one percent 
ever defaulted entirely 


Japanese invasion of the Philippines, 


always, people pay up, sooner 


Today the company estimates 
During the 


Singer’s office records there were de- 
stroved: but after the war, 50,000 
Filipinos who had bought machines 
voluntarily 


on time resumed pay- 


ments. 


Salesmen were collectors 


Singer’s salesmen were charged 


with the duty of collecting payments 
sold. Where 
necessary, they introduced their own 
Indo-China 


for example, collection of payments 


on the machines they 


ingenious methods. In 
was difficult because natives did so 
much moving from village to village. 
lo protect themselves, salesmen in- 
sisted on a guarantor—usually, some- 
one with a settled business or a vil- 
lage elder. The salesman carried a 
small box camera, and photographed 
both guarantor and lessee, with the 
lessee holding a blackboard on which 
was chalked the number of the ma- 
chine. In sales to illiterates, the pur- 
chaser was fingerprinted. 

The Singer company is now over 
100 years old, and its impact on the 
economy has been felt everywhere. 
Today, there are more sewing ma- 


chines in the U.S. than telephones, 
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and most of the machines are Singers. 
It is estimated that 52 million women, 
almost nine out of ten, make part or 
most of their own draperies, slip- 
covers, and personal wardrobe. Singer 
machines are equally well known in 
every corner of the globe. To a 
Malayan fiancee, a Singer is an en- 
gagement gift as acceptable as a dia- 
mond is to her western sisters. Ghandi 
learned to sew his own loin cloths 
on a Singer while in prison. A dili- 
gent Singer user was a poor widow 
of Gori, who took in sewing in order 
to send her son to the Tiflis Theo- 
logical Seminary; later, the son be- 
came known as Joe Stalin. 

The aggressive and inventive sales 
methods that made this distribution 
possible — and of which installment 
credit is only one—seem to have 
company 


characterized the almost 


from its founding. 


Man of parts 


Isaac Merritt Singer was born of 
poor German immigrant parents, had 
little formal education, and left his 
Oswego, New York home when he 
was twelve. Until middle age, Singer 
was a spectacular failure, drifting 
from working as a mechanic to act- 
ing and back again. He 
maintained 


married 
three mistresses, 
and begot, in and out of wedlock, 
twenty-four children. Vain and con- 
tentious, he quarreled with practically 
everybody who opposed his will, fre- 
quently threatened bodily damage. 


twice, 


Before the Singer company was 
founded, sixteen Americans and three 
Europeans had tried to design a prac- 
tical sewing machine; Elias Howe, 
Jr., could most aptly be called the 
father of the American sewing ma- 
chine. Yet, for a variety of reasons, 
none of these efforts resulted in the 
production of a practical machine. 
Credit for furnishing the market with 
the first successfully operating sew- 
ing machine must go to Singer. 

Three men founded the Singer 
company: Orson Phelps, who pro- 
vided the original model; Singer, 
who improved it and made it prac- 
ticable; and George B. Zeiber, who 
provided working capital of $40. 

The firm had scarcely begun manu- 
facturing when it was charged with 
infringement of Howe's patents. 
There were counter-suits, and soon 
each of four manufacturers were 
suing each other. Singer turned to a 
lawyer named Edward Clark for 


legal help. Clark agreed to fight the 
firm’s legal battles in return for one- 
third interest in the company. 

Before the firm’s first year was 
ended, both Phelps and Zeiber sold 
out their interests, leaving Singer and 
Clark in control. Clark and other 
lawyers ended the “sewing machine 
war, as the newspapers called it, by 
organizing the Sewing Machine Com- 
bination, America’s first patent pool. 
which licensed 24 companies. 

The earliest machines were sold 
to tailors and other industrial es- 
tablishments. One of the first reasons 
for optimism about the sewing ma- 
chine was the thought that “every 
tailor will have to have one.” Shortly, 
however, Singer introduced its fa- 
mous “turtle back” model for the 
home. 

The company’s first sales innova- 
tion, which occurred in 1856, was to 
introduce the trade-in system. It ad- 
vertised a $50 allowance toward the 
purchase of a new machine against 
a used one of any make, in any con- 
dition. The response was overwhelm- 
ing. It was only a few months later 
that Singer began installment selling. 

The company’s sales methods rap- 
idly developed in variety of approach. 
Singer himself put great faith in pro- 
motion, and used his flair for show- 
manship. Through the Gazette, the 
company’s magazine, he encouraged 
sewing machine jokes and puns — 
the more atrocious the better. He 
ballyhooed his personal triumphs 
with the verve of a Barnum, pub- 
lished sheaves of testimonials, and 
persuaded celebrities like Mrs. Tom 
Thumb to pose at the wheel of a 
Singer. 


Merchandising tricks 


He stationed pretty seamstresses at 
machines in shop windows, a spec- 
tacle which continues to divert crowds 
to this day. He let clergymen and 
educators have machines at half price, 
and placed them gratis in school- 
rooms. This latter policy of indoc- 
trination of impressionable youth re- 
mains a company policy; as one sales 
manager says, “We figure that a little 
girl who sews her first seam on a 
Singer will never want any other 
make.” 

Even more important, the  in- 
ventor hired sewing teachers to give 
free lessons to each purchaser of a 
machine. This sales method proved 
so potent that after World War II 
Singer eliminated house-to-house can- 
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vassing in the U.S., and handles its 
sales now through 1500 strategically 
located sewing centers. A purchaser 
of a Singer gets a number of lessons 
free, but non-buyers may take lessons 
at a fee. In addition to salary, sewing 
center employees participate in all 
business revenue above an optimum 
goal for each center’s location. About 
400,000 housewives and teen-agers 
take sewing lessons in these centers 
each year. 

Singer salesmanship has always 
been aggressive. So fiercely did pio- 
neer salesmen compete that a Singer 
man and a rival once fought a duel 
in a saloon near Tacoma, Washing- 
ton. Spurred on by commissions of 
from 25 to 30 percent, early sewing 
machine salesmen did not shrink from 
sharp practices. 

One of these was known as “bird- 
dogging.” A salesman would bribe 
a small boy to shadow his competi- 
tors and report the addresses they 
visited. He would then tackle the same 
prospects, leaving machines of his 
own on approval. 


Spreading over the world 

Singer salesmen overseas have been 
no less ingenious than their American 
counterparts. 

Singer began its invasion of for- 
eign markets very early. In the 1860's, 
American companies with agencies 
abroad were rare-— most manufac- 
turers merely exported their prod- 
ucts to independent jobbers. But 
Singer established their own men in 
key trading centers, and by 1861 
were selling more machines in Eu- 
rope than they were at home. 

Perhaps a good example of a 
Singer foreign salesman’s ingenuity 
would be the Indian who first began 
retailing sewing machines in his na- 
tive land in 1875. The device was 
almost completely unknown in India 
at that time. The inventive salesman 
bought up bolts of cotton; on this he 
stamped the Singer trademark, and 
then sold the material below cost as 
loin cloths. Shortly, he had thousands 
of free walking advertisements. 

Nowhere, however, were sales 
problems ever more vigorously 
solved than in Japan. 

When isolationist Japan was 
opened to American trade by Com- 
modore Perry, Singer paid particu- 
lar attention to the new opportunities. 

But the Japanese kimono, then 
standard dress, was sewed together 
by loosely basted stitches; when it 
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needed laundering, the kimono was 
taken apart, washed and dried, then 
sewed together again. This method 
had suited Japan for centuries, but 
it did not please Singer at all; their 
machine only sewed tight stitches. 

To try to meet the situation, Singer 
engineers developed a machine that 
could sew a quarter-inch basting 
stitch. The Japanese housewife, how- 
ever, was unimpressed, and continued 
to sew her kimonos by hand. 

The Yokohama manager, a Mr. 
Tobin, informed the home office that 
what was required was nothing less 
than to try to lure the Japanese out 
of their kimonos and into Western 
dress. So the company launched one 
of the most extensive educational 
campaigns ever devoted to a commer- 
cial product. 

With the encouragement of Mar- 
quis Okuma, one of the last elder 
statesmen, Singer erected a sewing 
school in Tokyo large enough to en- 
roll 1,000 day pupils and 500 board- 
ers. For a modest tuition fee it offered 
a three-year course in how to machine 
sew the latest styles from overseas, 


with jobs as demonstrators awaiting 


graduates. A further educational and 
sales program was developed in othet 
districts. 

The Japanese do not use chairs in 
their homes, and Singer was dis- 
pleased at the prospect of only selling 
its hand machines. So, while promot- 
ing Western clothing, it also under 
took an campaign of 
propaganda for the treadle machine, 


unrelenting 


and eventually won acceptance for it. 
In many Japanese homes today the 
only chair in the house is the one sta- 
tioned before the sewing machine. 

Singer's campaign had a profound 
effect in changing Japan’s clothing 
customs. By the late 1930's Singer 
had 789 branches in the Japanese 
empire, and 5,056 employees; by 
then it had sold about one and a half 
million machines. 

Singer’s remarkably inventive and 
flexible sales methods have thus in- 
fluenced a whole century of com- 
merce. They have made it possible 
for the company to sell over 100 mil- 
lion sewing machines in the course of 
its history, and have led one wit to 
comment that apparently no difh- 
culties can stop them, short of a 
world-wide nudist movement. 





Alabama Names Smith New Managing Director 


William C. Smith has been ap- 
pointed Managing Director of the 
Alabama Credit Union League. 

Until appointed to his present posi- 
tion, Smith was assistant to the ex- 
ecutive director of the Pennsylvania 
Credit Union League. Prior to that he 
served the Pennsylvania Credit Union 
League for a number of years as a 
field representative. 

Smith first became interested in 
credit union work in 1949 when he 
acted as a collector and later a di- 
rector of the Rieco Greensburg Credit 
Union, Greensburg, Pennsylvania. 


During the annual meeting of the 
National Association of Managing 
Directors in Omaha last May. Smith 
was elected treasurer of this profes- 
sional association. 

A graduate of the Staunton Mili- 
tary Academy and Carnegie Tech, 
Smith served two years in the United 
States Air Force. He was employed 
by the Railway and Industrial Engi- 
neering Company before joining the 
Pennsylvania League. 

Smith is thirty and married. He i 
an enthusiastic hunter and takes 
keen interest in sportsmen’s clubs. 





New Iowa Fieldman 

R. W. Meeker has been named field 
representative of the lowa Credit 
Union League. His territory includes 
the 116 credit unions located in East- 
ern Iowa. 

Active in the credit union move- 
ment for some twenty years, Meeker 
has served on the boards of several 
credit unions. He has helped organ- 
ize credit unions in Kansas and Iowa 
and is at present a member of Clin- 
ton’s Dapako Credit Union which 


serves the employees of Dairpak Cor- 
poration. 

Meeker’s previous occupational ex- 
perience includes service as credit 
manager of the Wichita (Kansas) 
Water Company. During World War 
II he was supervisor of accounts pay- 
able at Boeing Aircraft Company in 
Wichita, Kansas. After the war, he 
spent eight years in the commercial 
feed industry, engaged in sales, ad- 
vertising, sales training and sales pro- 
motion work. 
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fo R out of five have some idea 
of what 


a credit union is. Some 
of the public’s ideas may be odd, but 
a majority have some fairly definite 
impressions. They think credit union 
loans cost less than most other loans, 
they think credit unions pay better 
on savings than banks but not so 
well as savings and loans, and they 
believe credit unions are the friend- 
liest places to get financial aid. 
These are facts turned up in a 
survey made for the American 


Bankers Walter 


Thompson Company, an advertising 


Association by J. 
agency. It got headlines mainly be- 
use it turned up the fact that the 
public thinks bankers are chilly and 
stuffy, but the survey contained much 
of interest to the credit union move- 
ment. 

In talking to 477 


surveyors 


persons, the 
suggested two pictures: 


one otf a couple who needed to 
borrow $500, the other of a couple 
who had some money left over after 
paying expenses. Thus the persons 
being surveyed put themselves in the 
positions of the hypotheti« al persons. 

[hirty-four percent said that the 
couple who needed to borrow $500 
would go to a credit union. Forty-two 


percent said the couple would go to a 








bank, while 18.1 


finance company and 5.9 


percent named a 
percent 
named a savings and loan associ- 
ation. 

\ credit union’s convenience of 
payroll deduction was mentioned, but 
this was hedged with “perhaps for 
that very reason it is (considered) 
the least private loan service.” 

Twenty-two percent regarded the 
credit union as informal and _per- 
sonal, and 52 percent felt that a credit 
union is polite and courteous. Only 
7 percent rated a credit union formal 
and impersonal, and 1 percent said 
that a credit union operates under a 
false front. 
said that the couple 
who borrowed $500 would pay less 
Interest 
charge on a $500 loan in twelve 


The public 
interest at a credit union. 


monthly payments was estimated by 
the public to be $28.81 at a credit 
union, $32.76 at a regular bank, 
$34.31 at a savings and loan associ- 
ation, and $59.40 at a finance com- 
pany. 

But credit union interest rates were 
known than the others. 
Twenty-four percent were unable to 
give a credit union’s interest rates, 
while 18 percent couldn’t name the 
savings and loan association figure, 


less well 


CRED 


Survey made for bankers’ 


association shows 
surprisingly large numbers 
of people now have some idea 


of what a credit union is 


& percent could not peg the finance 
company charge, and 6 percent didn’t 
know bank interest charges on loans. 
Thirty-two percent said they pre- 
ferred not to borrow from a credit 
union because they don’t know the 
organization. Lack of privacy was 
mentioned by 18 percent as a credit 
union drawback; 8 percent objected 
to a high rate of interest, and only 
1 percent mentioned red tape. 
People borrow from a credit union 
because of the low interest rate, ac- 
cording to 52 percent of those sur- 
veyed. Twenty-nine 


percent men- 


tioned “get loan easily,” 3 percent 
said “get loan quickly,” 2 percent 
said “honest and reliable” and 4 
percent mentioned privacy. 

The above answers were given 
when the surveyors asked the public 
to choose between a bank, finance 
company, savings and loan associa- 
tion and credit union. 

When the question “where people 
would go for different types of loans” 
was asked, without naming any insti- 
tution, 1.6 percent said people would 
go to a credit union for an automo- 
bile loan, but no one mentioned a 
credit union for a $500 loan or a 
house loan. 


Comparing a regular bank to other 
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UNIONS WELL KNOWN 


institutions for dividends on savings, 
9.7 percent said that credit unions 
would pay a higher rate, but 2.5 per- 
cent said that credit unions would 
pay a lower rate than regular banks. 

Four out of five persons inter- 
viewed were able to define a credit 
union in some way. These are their 
definitions: 


Place for loans, 38.5 percent; set 
| 


up for employees, 20.7; set up by 
employers, 16.4; for members only, 
16.2; place for savings, 16.0; place 
where you work, 13.4; money pool, 
12.0; set up by union, 9.6; non- 
profit, 1.4; loans at no interest, 1.6; 
loans at low interest, 6.1; small loans, 
8.9; sound, safe, 2.6; mutual savings 
for benefits, 5.4; mutual savings for 
don't know, 17.6. 

In verbatim statements, the survey 
quoted one man’s definition of a 
credit union: “ 


loans, 6.3; 


I imagine those union 
welfare funds are what you mean by 
credit unions.” 

Another man said, “Offhand, | 
can’t say that I ever heard of a credit 
union. I think they loan you money 
if you want to buy something on in- 
stallments, or they buy it for you, 
I’m not sure.” 

Generally, credit unions were seen 
as a place to borrow money in con- 
nection with employment. 

In a question on how many types 
of banks could be named, 4.5 percent 
named credit unions as a kind of 
bank. 

Summing up its findings, the sur- 
vey states “the credit union is the 
only institution that is seen as in- 
formal and personal. . . . One of the 
obstacles for the credit union is the 
lack of privacy. Like the savings and 
loan association, the credit union also 
suffers from not being well known. 
However, in terms of attitudes, there 
are indications in this survey which 
point to a growth potential for the 
credit union.” 
conducted in 
Illinois, South Carolina, 
Wisconsin, Florida, Tennessee, Mich- 


The survey was 
Missouri, 
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igan, New Jersey. New York and New 
Hampshire. Three-fourths of the 
interviewees lived in town, 90 per- 
cent were white, 53 percent were male 
and 43 percent were in the middle 
socio-economic bracket. 

When compared to a lawyer, in- 
surance man and TV repairman, the 
banker was rated most honest, rich- 
est, oldest, most formal, most difficult 
to know, difficult to deal with, 
friendly and helpful but rather im- 
personal. The bank itself was re- 
garded as stable, honest, reliable, 
conservative and rather cool. The 
bank was pictured as caught between 
two incompatible roles—the conserva- 
tive place for savings and the liberal 
place for lending. 


Impressions are varied 

These were impressions connected 
with borrowing from different insti- 
tutions: 
® Banks: low interest rates, honesty 
and reliability; red tape, high col- 
lateral requirements and choosiness 
in granting loans. 
© Finance companies: ease and speed 
in granting loans, privacy; high inter- 
est rates and questionable reputations. 
® Savings and loan associations: 
between the bank and the finance 
company in public attitude; major 
obstacles are public unfamiliarity 
and specializing in certain types of 
loans. 
® Credit unions: low interest rates, 
ease in obtaining a loan and repay- 
ment from salary. 

The interviewees expressed the 
traditional moral view that saving is 
good and borrowing is bad. The 
hypothetical couple who saved money 
were called thrifty and levelheaded. 
The couple who needed to borrow 
$500 were called spendthrifts, poor 
managers or victims of special or 
unexpected expenses. 

The couple had money left over, 
interviewees said, because they were 
good managers, lived meagerly, had 
no obligations, above average in- 


come and probably a small family. 

The couple needed to borrow $500, 
interviewees guessed, because ot 
medical expenses, special home ex- 
penses, to pay old debts, automobile 
expenses, living expenses and to buy 
luxuries. 


More than half the persons inter- 
viewed did not believe that either 
the couple who had saved money or 


the couple who needed to borrow 
money would seek financial advice. 
But those who thought either couple 
should seek financial advice did not 
mention a credit union. 

People don’t seek advice about 
borrowing, the interviewees said, be- 
cause they don’t need advice (41.6 
percent), pride or embarrassment 
(26.2), amount too small for advice 
(7.2) or have borrowed before (5.4). 

Only one in seven persons inter- 
viewed said that the couple with 
money would go out and buy some- 
thing. Fifty-seven percent said the 
couple would put the savings in a 
bank; 16 percent invest in stocks; 
14 percent buy something; 13 per- 
cent buy government bonds and 10 
percent make general investment. 

Bank savings and stocks were rated 
equal on savings safety. Banks were 
favored three-to-one for making the 
money available in the future, but 
stocks were chosen two-to-one for 
returning more money. 

Sixty percent thought that bank 
dividends on savings are between 2 
and 3 percent, and 51 percent thought 
that bank dividend rates are lower 
than elsewhere. 

Responding to the statement “I 
wish banks would. . . these were 
the answers: Give depositors higher 
rates, 24.9 percent; have better hours, 
14.8: have more conveniences such 
as private rooms, 10.4; give easier 
loans, 9.6; be more friendly and 
cheerful, 8.5; charge lower rates on 
loans, 6.4. 

One respondent was explicit. He 
said, “I think they should get together 
and make a standard rate of interest.” 
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John Q. Public 


Continued from page 1) 


nd 30 months or 36 months a long 
to pay, and would rather buy 

cash next time if they could. 
This is the picture the Federal Re- 
erve Board found as it made its 
much publicized study of consumer 
credit at the 


Kisenhower. It 


request of President 


surprised nobody 
when, two months after the study was 
released, both the Federal 
Board and the White House an- 


nounced that they felt no further 


Reser ve 


need for stand-by controls on con- 
sumer credit. 
There 


in the six Federal Reserve volumes. 


is a wealth of information 


If you want only information about 
borrowers and what they are like. 
lenders and how they operate, and 
trade practices and conditions, you 
can limit your reading to volumes 1. 
2 and 6. If you want to read discus 
sions of credit regulations, by econ- 
omists, bankers and businessmen, 
then you will want to read volumes 
}. 4 ana 5 also. Volume | alone will 
give you a birdseye survey of the 
whole study; Volume 6 will give you 
a slew of fascinating details about the 


business. All 


these are available from the Govern- 


automobile financing 
ment Printing Office in Washington 
it prices around a dollar each. 


Up from $1 billion 

Aside from the reassuring picture 
of how borrowers make their pay- 
ments, the big thing the study demon- 
strates is how rapidly installment 
credit has gained its place in the 
market place. There was only $1 bil- 
lion of consumer installment credit 
outstanding in 1920, compared with 
more than $31 billion today. Con- 
sumer short-term debt was 3 percent 
of all private debt in 1916; it is 10 
percent today. Yet while this tremen- 
dous growth has been going on, the 
rate of saving has changed hardly at 
ill. Since 1900, the Federal Reserve 
Board finds, the proportion of in- 
come after taxes that goes into saving 
has been remarkably stable. 

Installment credit has grown in 
many ways. 


It is applied to more 
products and services every year, a 
larger percentage of families use it 
every year, and the average install- 
ment debt has grown steadily in size. 


Longer maturities also have some- 
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thing to do with this; the average 
auto loan ran only 12 months in 
1925, it ran 24 months in 1953, and 
it reached 30 months in 1955. With 
rising income, average monthly pay- 
ments have also increased; the aver- 
age monthly payment on an auto loan 
in 1936-40 was about $35, but re- 
cently it has been about $80. 
Several facts account for the in- 
crease in borrowing. One is the in- 
creased importance of consumer du- 
rables, especially automobiles. While 
consumer expenditures have _ in- 
creased about three times since 1929, 
expenditures for automobiles have 
increased close to five times, and ex- 
penditures for appliances are up 
about 5% times. Not surprisingly, 
expenditures for interest on personal 
debts have risen more than any of 
these—very nearly six times. 


It’s easier 


Borrowing has also increased be- 
made 
lenders have learned to make it less 


cause it has been easier. 
embarrassing. More lenders are avail- 
able. Credit terms have been made 
more competitive, and of course there 
has been heavy reliance on credit 
promotion in advertising and sales 
techniques. 

Finally, borrowing has increased 
because consumers find it convenient. 
Increased incomes and increased job 
security World War II has 
made repayment easier. Consumers 
have discovered that they can con- 
serve their liquid assets by borrowing 
and saving simultaneously. Borrow- 
ing for large expenditures helps make 
easier, and the trend 
marriages supports 
and is supported by the growth of 
easy installment credit. 


since 


budgeting 


toward earlier 


As the Federal Reserve Board has 
pointed out frequently, and now 
points out again, borrowing is found 
in middle income 
families. In early 1956, the growth 
in consumer credit over 1954 was 
accounted for almost entirely by 
more families taking on indebted- 
ness; average indebtedness per fam- 
ily had not increased. How borrowers 
showed up as a percentage of fam- 
ilies at each income level is shown in 
the table. 


This means, 


most commonly 


generally, there is 
more borrowing by families in the 
middle years, since income is lower 
for the young and for the old. It 
means there is more borrowing by 
families with two wage earners, par- 





Installment debt within 
groups, early 1956 


income 


1955 money Percentage of 


installment 
debtors 

All groups 45 

Under $1,000 20 

$1,000-1,999 34 

$2.000-2.999 45 

$3.000-3.999 

$4,000-4,999 

$5.000-7 499 

$7.500-9,999 

$10,000 and over 


income 
before taxes 











ticularly by families with husband 
and wife both working. However, it 
is also true that borrowing for cars 
and appliances starts earlier in life 
than borrowing for a home. The peak 
of borrowing usually occurs in fam- 
ilies with many small children. 

It is fallacious, the Federal Reserve 
Board points out, to regard this bor- 
rowing simply as a burden of debt. 
It is much more complex and dy- 
namic than that. When debt finances 
the purchase of something durable, 
after the debt has been paid off some- 
thing of value remains, and that may 
legitimately be regarded as saving. 
Further, the durable good may repre- 
sent a saving in another sense: a 
washing machine may reduce laundry 
bills, hence the debt for the washing 
machine is not a burden but an in- 
telligent investment. Much consumer 
credit represents just such an invest- 
ment, and it is misleading to think of 
it as simply burdensome. 


Not just income 


It is fallacious, too, the report 
points out, to try to estimate how 
much debt the public can carry by 
relating debt to income. You have to 
pay your laundry bills one way or 
another, and if you choose to pay 
them by buying a washing machine 
and taking on a debt, you have not 
impaired your financial position. 
There is no fixed ability to carry 
debt; the ability depends on many 
decisions affecting spending, work 
and living standards. “The practical 
limit on debt,” the report says in its 
rather formidable language, “is set 
by a basic allocation of resources 
that is set by personal and family 
circumstances, established patterns of 
expenditure determined in part by 
community status, and prior spend- 
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ing decisions, rather than by a fixed 
ability to carry debt that bears an 
unchanging relation to income.” 

The flexibility of debt is something 
that the report touches on lightly, but 
could have developed. In 1955, many 
new car buyers—one out of five, to 
be exact—traded in cars on which 
they still owed money. Theoretically, 
they were increasing their indebted- 
ness and carrying a heavier burden. 
Actually, many were able to refinance 
on easier terms and actually reduce 
the burden. Further, 
don’t seem to hurt borrowers as badly 


emergencies 


as you might expect. Despite the fact 
that so many—one out of five—run 
into unexpected reverses during the 
life of the debt, only one in 20 falls 
behind the repayment schedule, and 
the repossession rate in 1955-56 was 
approximately the same as the re- 
1938-39—2_per- 


cent. (On used cars, the repossession 


possession rate in 


rate is much higher: approximately 
15 percent.) 

The real test of the burdensome- 
ness of debt comes during a depres- 
sion; but as the report makes clear, 
none of the postwar recessions have 
been serious enough to cause heavy 
collection problems for lenders. Since 
World War II, despite some transient 
ups and downs in income and employ- 
ment, borrowers have paid off their 
debts faithfully and without too much 
struggle. Only in 1929 was there a 
serious repayment problem for bor- 
rowers and a large increase in re- 
then, 
were considerably lower than losses 
in other areas of business. As the 
Federal Reserve Board points out, 
most consumer indebtedness matures 
within a year and is liquidated rea- 
sonably fast, even during a recession. 
The fact is, consumer credit turned 
up in 1933 ahead of nearly all other 
economic indicators. 


possessions; yet even losses 


Growth of the leaders 


feature of the 
growth of installment credit since 


The outstanding 


1920 has been the growing domi- 
nance of the field by banks and sales 
finance companies, as the Federal Re- 
serve Board sees it. Whereas in 1929, 
only a handful of commercial banks 
made consumer loans, by the end of 
1955 some 97 percent of banks had 
entered the field, and consumer loans 
accounted for 14 percent of their 
total loans. Sales finance companies 
entered the field earlier, and they 
have grown with the growth of the 
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The Federal Reserve Board announced last month that they saw no 
need for controls on consumer credit. President Eisenhower concurred 


auto and appliance industries. Today, 
banks and sales finance companies 
between them hold 66.4 percent of 
all consumer installment credit. 
Credit unions show up most strongly 
in the personal loan category, where 
they have increased their share from 
10 percent in 1940 to 16 percent in 
1955. 

Lending to consumers is a profit- 
able business, the Federal Reserve 
Board finds. The ratio of profits after 
taxes to worth 


average net runs 


higher for sales finance companies 
g I 
and consumer 


finance companies 
than it does for manufacturing com- 
panies or banks. A sample of 78 sales 
finance companies reported a ratio of 
13.5 percent, and a sample of 47 con- 
sumer finance companies reported a 
ratio of 14.1 percent. The figure for 
all manufacturing corporations is 
12.7 percent, and for 
banks it is 8.1 percent. 


commercial 


Rates charged by the lenders vary, 
depending on the type of loan made, 
the type of borrower served, the type 
of product financed, and the scope of 
the lender’s operation. National sales 
finance companies, for example, 
charge lower rates than the smaller 
local companies. Banks in the east 
charge less than banks in other areas. 
For new car loans, most sales finance 


companies charge 6 or 614 percent 


would be 
mately double if stated as true in- 
terest. Banks tend to charge a little 
less, auto dealers handling their own 


add-on, which approxi- 


financing charge a little more. Rates 
on used cars are less uniform, run- 
ning typically up to 12 percent add- 
older 
share of the finance charge in early 
from one-fifth to 
one-third, the Federal Reserve Board 
finds. 


on on models. The dealer’s 


1956 was usually 


The tight money question 


What happens to consumer credit 
during a period of tight money? The 
problem is particularly complicated 
for the banks. In any period of heavy 
demand for credit, bankers have to 
make up their minds which group of 
borrowers they are going to favor, 
and business borrowers normally 
come first. Despite the fact that con- 
sumer credit pays better profits than 
commercial credit, banks believe that 
the commercial accounts are their 
bread and butter and give them top 
priority. As the Federal Reserve re- 
port expresses it: 

“The 
banking 


long-term growth of the 
institution rests upon its 
ability to attract and hold deposits. 
Consequently, loans which cement re- 
lationships with customers who either 
in the past have controlled, or in the 
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future promise to control, the dis- 
position of large balances command 
a high priority in bank allocations of 
redi there usually is a sizable 
croup of business customers who 
have a strong deposit and customer 
relationship with the bank and whose 
credit demands the bank feels it must 
be prepared to meet under virtually 
iny and all conditions. This kind of 
relationship simply does not exist 
with the mass of consumer borrow- 


ers 


However, a bank with a consumer 


loan department has fixed expenses 
to meet in connection with that de- 
partment, and is in no position to 
drastically. 
Hence the usual decision for a bank 


cut consumer lending 
to make in time of tight money is 
simply to try to keep the personal 
loan business from expanding beyond 
the current level. 

Sales finance companies have a 
different kind of problem. Typically, 
they borrow from banks in enormous 
volume, and earn the lowest rate 
charged by banks for 


loans, although this is raised from 


commercial 


time to time by stricter requirements 
on compensating balances. The money 
loaned by sales finance companies is 
65 percent borrowed, and as a result 
sales finance companies find them- 
selves paying as much as 20 or 25 
percent of their gross income for 


interest. During the tight - money 
1955-56, 


banks had to decide how much they 


periods of 1952-53 and 
were willing to expand their loans to 
sales finance companies, and they 
lamped down stringently. The big- 
gest sales finance companies, having 
the strongest 
were least affected; but some of the 
smallest 
hurt 


bargaining position, 


companies were severely 


Pinch at wholesale 


lhe consumer felt these pressures 
less than you might have expected. 
Increased costs were passed along to 
some extent, but the greatest pinch 
occurred at the wholesale rather than 
the retail level. How new car buyers 
were affected is shown in the upward 
trend of financing charges during 
1955 and 1956 (see box). 

Many auto dealers report that cus- 

ners are becoming increasingly 
iware of carrying charges and re- 
eptive to the advertising appeal of 
the “bank terms.” On the other hand, 
the Federal Reserve Board offers the 


finding that “approximately two- 
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Financing charges per $100 
of unpaid balance 
on new cars 

(1946 equals 100) 
1946 L100 1952 99 
1947 100 1953 100 
1948 107 1954 100 
1949 105 1955 102 
1950 99 1956 105 
1951 98 
(This table is based on a sam- 
ple of sales finance companies. 
Indexes show financing costs to 
the purchaser per $100 of un- 
paid balance of a 12-month con- 
tract on a low-priced popular 
make. ) 











thirds of the users of installment 
credit did not know the amount of 
the carrying charge or interest rate 
on their most recent installment pur- 
chase.” The fact is that with length- 
ening inflated trade-in 
higher new car prices, 


maturities, 
allowances, 
growing use of credit life insurance 
and other confusing factors, the con- 
sumer generally comes home from 
buying a new car with only three 
ficures in his head: the trade-in 
allowance, the “list” price of the car, 
and the size of the monthly payment. 

In the legendary new-car market 
of 1955, credit terms grew steadily 
easier as the market progressed. In 
early 1954, contracts for 30 months 
or more were only one-third of all 
contracts; by late 1955 they 
two-thirds. Down payments 
gradually reduced. Credit buyers out- 


were 
were 


numbered cash buyers two to one, 
and in the income level below $5,000 
credit buyers outnumbered cash buy- 
ers three to one. In early 1954 one 
buyer in seven still owed money on 
in 1955 it was one buyer 
in five. In the under-$5,000 income 


his trade-in; 


group, 60 percent of buyers com- 
mitted 20 percent or more of their 
income after taxes, and 40 percent 
committed 25 percent. As usual, the 
cash buyers showed up more in the 
beginning of the year, the credit 
buyers later. Interestingly, there was 
a substantial shift of people buying 
new cars rather than used cars: 44 
percent of the increase in credit sales 
was accounted for by people turning 
in cars which they had bought used. 
There is no evidence, the Federal Re- 
serve Board says, that dealers gave 
better deals to credit buyers than to 
cash buyers. 


There was one major difference 
between cash buyers and credit buy- 
ers——the cash buyers had more sav- 
ings. While credit buyers outnum- 
bered cash buyers in every income 
level under $15,000, still the average 
cash buyer reported liquid assets of 
$3.780, while the average credit 
buyer reported liquid assets of $450. 
In any case, clearly there were ‘many 
buyers who chose to buy on credit 
rather than break into their savings. 

What is the effect on the economy 
of this widespread use of consumer 
credit? This is the $64,000 question, 
from the government's point of view, 
since the economic policies of Con- 
zress and the Federal Reserve Board 
depend to a large extent on whether 
consumer credit is deemed to be 
dangerously inflationary. 


For wider study 


You won't get a satisfactory an- 
swer from this report, but you will 
get an impression that sentiment is 
moving in this direction: you can’t 
study consumer credit by itself, you 
have to study all kinds of credit and 
make your decisions for the field. 

There is some agreement that con- 
sumer credit tends to heighten booms 
and deepen recessions. But this is a 
very gentle and tentative generaliza- 
tion. There is clear and emphatic 
agreement that the development of 
consumer credit has made it possible 
to launch new high-priced consumer 
products with confidence that they 
can be sold, which of course has a 
tonic effect on industrial research, 
capital goods investment and employ- 
ment. 

But there is also an_ interesting 
tendency to play down the effect on 
unit sales of autos and appliances. In 
share of total budgets, there has been 
no measurable increase in consumer 
expenditures for appliances since 
1929, the report points out. As for 
automobiles, the basic price of a 
model T Ford in 1925 was $290, 
which would be equivalent to $440 in 
today’s dollars. The fact that cars are 
selling in the $2,000 to $3,000 range 
suggests that the chief effect of in- 
stallment credit has been on quality 
and luxury features, the Federal Re- 
serve Board believes. In the absence 
of installment credit, a mass market 
might have been developed for utility 
vehicles sold for cash. Instead, in- 
stallment credit has been used to 
trade buyers up, which, obviously, 
most of them have enjoyed. 
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with this swift and thrifty Burroughs automatic accounting machine 


Automatic carriage-controlled operation 
Fast front feed / Short-cut keyboard (with simultaneous 
depression of keys and motor bar) / Date-control lever. 


You, too, will be proud to point to these and other out- 
standing features in this compact accounting machine 
—the Burroughs Director. It’s so low in price yet so 
high in value. Ideal for the small business or the large 
one with branch or special applications. Step up now to 
the Burroughs Director, certainly the swiftest, thriftiest 
solution of your bookkeeping problems, too. Why not 
call our nearest branch office for the full story—com- 
plete with details and a free demonstration! Burroughs 
Corporation, Detroit 32, Michigan. 


“Burroughs” —Reg. TM. 


BURROUGHS DIRECTOR 
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material you can use 


e REPRINTS 

Bridge reprints available 
at 5 cents each or $3.80 
per hundred plus postage 


FOR OFFICERS 


to help in discussions of programs 


The Michigan Program 


This League has pioneered in educational programming, devel- 
oping the clinics and workshops that are now being widely 


used through most of the credit union movement. 


The Ontario Program 


In Ontario, League members voted at their last annual meeting 
to set dues at one dollar per member. On this, the League will 


build an auditing staff 


The CUNA Program 


The Credit Union National Association has recently set up 
departments for advertising, legislation, education and special 


projects. Working with the Leagues, the national program has 


now moved toward more specia ized techniques 


Collections 


\ usetu ind comprehens surve of methods used for the 


| of delinquency. In wide 
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BOX 431, MADISON 1, WISCONSIN 
send us the following materials NAME 


TITLE QUANTITY CREDIT UNION 


ADDRESS 


Check enclosed 


Bill us. 


California 
Regulates 
Proraters 


Last May the California legislature 
enacted a statute requiring proraters 
to be licensed. 

Legal charges are now limited to 
12 percent for the first $3,000; 11 
percent for the next $2,000; and 10 
percent for remaining payments. 

For cancelling or defaulting on the 
performance of his contract, the 
debtor is subject to a penalty of an 
additional seven percent of the re- 
maining indebtedness. 

“A prorater shall not receive any 
fee unless he has the consent of at 
least 51 percent of the total amount 
of indebtedness and of the number 
of creditors listed in the prorater’s 
contract with the debtor, or such like 
number of creditors have accepted a 
distribution of payment.” 

Here are some additional features 
of the new California law: 
® Prorater contracts for charges in 
excess of the maximum permitted are 
void, except as the result of an acci- 
dental or bona fide error. All charges 
received under a void contract are 
refundable to the debtor. 
® Contracts are not effective until the 
debtor has made a payment to the 
prorater for distribution to his cred- 
itors. 
® Proraters are prohibited to dis- 
close the list of creditors of a debtor 
under penalty of license revocation. 
® Prorater qualifications for licens- 
ing include: Attainment of 21 years, 
citizenship of the United States, bona 
fide residence in California for at 
least two years immediately preced- 
ing application for the license, and 
a minimum of two years’ experience 
in consumer credit extension or 
credit collection activity. 
® The commissioner has the power 
and authority to refuse the granting 
of a license for good cause shown. 
© A prorater may not solicit or re- 
quire a debtor to purchase or agree 
to purchase any policy of insurance. 
© At least once every six months the 
prorater must give the debtor a com- 
plete accounting. This report should 
itemize all amounts received, paid 
out, withheld as charges and kept in 
reserve. It should further state the 
amount which any creditor has 
agreed to accept as payment in full. 
Additional reports are due within 
seven days after written demand. 
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Wraltonals De luxe adding machine... 
Live keyboard’ with keytouch adjustable to each operator! 


Saves up to 50% hand motion—and 
effort! Never before have so many time- 





and-effort-saving features been placed 


on an adding machine. 


Every key operates the motor — so 
you can now forget the motor bar. No 
more back-and-forth hand motion from 
keys to motor bar. 


Keys are instantly adjustable to each 
operator’s touch! No wonder operators 
are so enthusiastic about it. They do 
their work faster with up to 50% less 


effort. New operating advantages, quiet- 
ness, beauty! 

“Live” Keyboard with Adjustable 
Keytouch plus 8 other time-saving fea- 
tures combined only on the National 
Adding Machine: Automatic Clear Sig- 
nal . . . Subtractions in red . . . Auto- 
matic Credit Balance in red . . . Auto- 
matic space-up of tape when total prints 
... Large Answer Dials . . . Easy-touch 
Key Action . . . Full-Visible Keyboard 
with Automatic Ciphers .. . Rugged-Duty 
Construction. 


THE NATIONAL CASH REGISTER COMPANY, parron 9, onto 
989 OFFICES IN 94 COUNTRIES 
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GOSH OSSS222e 


A National Adding Machine pays 
for itself with tl time-and-effort 
it saves, then continues savings as 
yearly profit. One hour a day saved 
with this new National will, in the 
average ofhice, repay 100% a year 
on the invest- 
ment. See a 
demonstratio 

today, on your vapow Paget 


own work 


* TRACE MARK REG. U.S. PAT. OFF. 


WNalttonal 
ADDING MACHINES « CASH REGISTERS 
ACCOUNTING MACHINES 





IN THE MAIL 


‘ (Readers are welcome to express 
e ; their views here on credit union 
wnat erial LM 1) ul «an in Uus@ | problems. Letters will be published 
e | as fully as possible, although space 
limitations may occasionally compel 
some editing. ) 


Stating True Interest 

e REPRINTS To the Editor: 
Bridge reprints available I am a member of a credit union 
at 5 cents each or $3.80 and want to see it grow and prosper. 
per hundred plus postage A credit union in this section makes 
real estate loans for buying and re- 
FOR MEMBERS pairing homes at an interest rate of 
* of 1 percent on the unpaid bal- 
ance. On a $1200 loan at this rate, 
repayable $100 per month with inter- 
Tells how department stores are switching their customers est, the interest charged would be 
from charge accounts to revolving credit accounts, leading $51.96. Some members have discov- 
unwary shoppers to pay 12 percent or higher on even small ered that 4.333 percent multiplied by 
purchases. the principal ($1200) will produce 
$51.96, and they are talking up their 
low interest rate, stating that their 
rate (supposedly 4.333 percent) 


The Threat of Revolving Credit (December, 1956 ) 


Nine Credit Rackets (September, 1956) 


Tells how unscrupulous dealers and salesmen use conditional meets or betters competitive rates 
sales contracts, wage assignments, confession judgments, plus adding loan insurance. 

phony receipts and other devices to tie up customers with Their rate is 8 percent per annum 

usurious charges. right or wrong? 

The local building and loan asso- 

ciation lends money on real estate at 

Your Legal Rights as a Borrower (January, 1957 ) 6 percent per annum. Their interest 

Tells members the various ways in which they may become charge on the above loan would be 

debtors, the laws that protect them, the legal methods their | $39. If the borrower is under 50, 

creditors may employ against them, the traps they should he can buy term insurance and beat 

bool: ath Mew the credit union charge. If he is in 

his 30’s or 40's, he can beat the 

credit union charge by a wide margin. 

A Calendar for Bargain Hunters (January, 1957 ) These facts have been presented to 

members of said credit union. Some 


Lists the major clearance sales month by month, tells when 


' now want to discontinue expressing 
various food products are good buys, guides the member 


: their rate such as 5 percent per annum 
who wants to save money by buying the right thing at the ‘ ‘ ae . 

. and instead just call it 24 of 1 per- 
cent and, of course, still hold their 
proposition as meeting or bettering 
competitive rates. | am sure they will 
not go through with this; however, 
I would like to know if you agree 


right time. Good all year round. 


14h ON St Go ne a ae 
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with me that there is nothing wrong 
with quoting an interest rate of 24 
of 1 percent providing the borrower 
is fully informed just what that rate 


Please send us the following materials: NAME 


' 
| 
| 
| 
| 
| 
| 
means as compared with rates quoted 
TITLE QUANTITY I cREDIT UNION | such as 6 percent per annum. 
— | L. A. Abell 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Pittsburg, Kansas 
ADDRESS 5° 


Answer: There are said to be more 


than two hundred ways to express in- 


0 Check enclosed terest rates. Credit unions usually ex- 


O Bill us. press their interest rates as the rate 


—_--—-4 


per month on the unpaid balance. A 
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rate of 4 per month is a true per 
annum rate of 8 percent, as_ this 
reader rightly points out. The credit 
union movement deliberately chose 
its present method of interest state- 
ment in order to give members the 
clearest possible picture. If the credit 
union in question chooses to adopt 
an annual rate, it must say it is 
charging 8 percent. The thing most 
borrowers find confusing is the fact 
that a single-payment loan and an 
installment loan are two different 
things. 


Death of John W. Snider 
To the Editor: 

As a matter of information to his 
many friends in the credit union 
movement, we would appreciate pub- 
lication of the obituary of John W. 
Snider, age 75, who passed away 
after several months of illness on 
May 27, 1957. 

Mr. Snider served on the credit 
committee of the Indiana Harbor Belt 
Railroad Employees Federal Credit 
Union for many years and for the 
past two years had been very active 
on our educational committee. 

Much of our lending policy was 
developed through his close associa- 
tion with all our members and their 
needs, and he was greatly admired 
by all for his counsel and advice. 

The officers, committee members, 
employees of the credit union, and 
many of our members who knew him 
well, mourn his passing and wish to 
offer their deepest sympathy to Mrs. 
Snider and the remaining members of 
his family. 

E. W. Planer 


Hammond, Indiana 


Likes Payroll Deduction 
To the Editor: 

After reading your fine article on 
payroll deductions, I would like to 
say that I agree with you 100 per- 
cent. | was treasurer of the Credit 
Union at Scripto, Inc., before I be- 
came ill. 

We found that payroll deductions 
were the most successful way to get 
a member to save money. Where he 
would not take time to come to our 
office to make a deposit or buy shares, 
he was glad to have us deduct a share 
of his paycheck and apply it to his 
account. This way our Credit Union 
has grown by leaps and bounds. I 
believe if all credit unions would use 
payroll deductions, they would see an 
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increase in membership, savings and 
also in loans. 

I have been ill with ulcerated stom- 
ach for about two years and am un- 
able to work. But my very thoughtful 
co-workers keep sending me The 
Bridge. Our credit unions here have 
certainly been a lifesaver for me. My 
husband is sold on credit unions, too. 
He said if it had not been for our 
credit union, we might have lost our 
home which we are buying. 

Our credit unions in Georgia are 


growing by leaps and bounds. I was 
secretary of our credit union chap- 
ter. My doctor said that | will never 
be well again. I am middle-aged, mar- 
ried and have no children. | would 
like very much to receive letters from 
members of credit unions anywhere 
im the world and will answer all I re- 
ceive. My hobbies are writing, read- 
ing and looking at TV. 

Mrs. Grady G. (Susie) Purcell 

2801 Memorial Drive S.E. 

Atlanta, Georgia 
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facts you should know 


about “dishonesty” losses 





and controls. 
League.) 


factor. 


age needed. 
of dishonest actions. 


Bond. 


unions). 


safeguard funds. 


1. “Dishonesty” losses create bad publicity for the credit union 
concerned, as well as for the entire movement. 
union should use the best possible system of internal audits 

(If in doubt, counsel with your Credit Union 


Many defalcations are difficult to uncover. Rigid controls and 
regular internal audits will not only help to uncover them 
sooner and materially reduce losses, but will also be a deterring 


Cash on hand is but one of many guides determining the cover- 
It is necessary to consider the cumulative effects 
A daily cash fund of only $300, for ex- 
ample, has been manipulated into a loss of several thousand 
dollars over a period of years. 


It’s no reflection upon the character of any individual to carry 
adequate “dishonesty” coverage—it’s just good business practice. 


Your credit union can be protected for 100 percent of its assets up 
to one million dollars against losses occurring after it’s covered by 
the 100% ($1,000,000 maximum coverage) Form No. 576 Blanket 
In addition to protecting against the dishonest acts of 
officers and employees as defined, 
against burglary and theft @ forgery and alteration ® misplacement 
and mysterious disappearance ® fire damage to money and secur- 
ities only © vandalism and malicious mischief. It may also provide 
faithful performance of duty coverage (required in Federal credit 


This coverage is written assuming that the credit union will use 
good judgment and exercise reasonable precautions in order to 


Your credit 


this bond provides coverage 





The 100 Percent 
Blanket Bond 
No. 576 
is written by 
EMPLOYERS 
MUTUALS 
OF WAUSAU 





Write for complete details on the 100% ($1,000,000 
maximum coverage) Form No. 576 Blanket Bond. 


CUNA BONDING SERVICE 


MADISON, WISCONSIN 











New Florida Fieldman 

Edward E. Altman joined the field 
staff of the Florida Credit Union 
League April 1. 

The new fieldman retired last No- 
vember from the Bureau of Federal 
Credit Unions, 
where he served 
1948 to 
1956 as a federal 


examiner. His 


trom 


duty stations were 
in Miami and 
Chattanooga. 

Altman’s prio 
occupational ex 
periences include 
employment as principal fiscal ac- 
countant for the Public Housing Au 
for the 
nerican Bakeries Company in At 


ity; sales supervisor 
nta; and office manager and treas 
irer for McClure, an Atlanta chain 
variety stores. 
From 1911 to 1914 he attended Val- 
paraiso University at Valparaiso, In 
diana. Altman also took a corre 


spondence course at the American 


School of 


Commerce in Chicago, 


where he studied business adminis- 
ration and salesmanship. 

Born on August 26, 1892, in Ap 
Altman is 
iarried and has five children. He and 
his wife reside at 866 Northeast 134th 
Street, North Miami, Florida. His 


hobbies are entertaining his nine 


pling County, Georgia, 


erandchildren and organizing credit 


unions 


Pennsylvania Names Bickel 

John A. Bickel joined the field staff 
of the Pennsylvania Credit 
League June 1. 


weeks’ training period, he will serve 


I nion 
After a six to eight 


credit unions in Erie, Mercer, Ven- 
ingo, Crawford, 
Warren, Potter, 
McKean, Elk, 
Cameron, Forest, 
" larion, Clear- 
held and Jeffer- 


son Counties. He 


will be located in 
| rie around Au- 
gust | 


Formerly em- 
ployed by the United States Postal 
Service, Bickel served on the super- 
Allentewn 
Federal Credit 
joining the League’s 


visory committee of the 
Postal 
Union until 
taff 

In World War II he served in the 


I mployees 


United States Signal Corps for two 
years. Bickel is thirty-four and a 
native of Allentown. He graduated 
from Central Catholic High School 
of that city and completed one year 
at Temple University. 

He is married and the father of 
one child. 


Training Director Named 

Cecil R. Crews has been appointed 
to the position of director of train- 
ing for the Michigan Credit Union 
League. He is fifty-one and a gradu- 
ate of Colgate University in New 
York. 

The new direc- 
tor of 
has been a teach- 


training 


er of social sci- 
ences and execu- 
tive secretary of 
the Northern 
States 
tive League. In 


1952 he went to 


Coopera- 


Burma for the International Labor 
Office of the United Nations. 
Crews has around the 


world twice, as advisor to the Burma 


traveled 


Government in Cooperative Educa- 
tion. He has spent considerable time 
in Europe and Asia. 

Upon his return from Burma in 
1954, Crews joined the staff of the 
Michigan Credit Union League. 

He is married and the father of two 


children. 


Maryland League 
Ups Domenick 
S. J. Domenick became assistant 
managing director of the Maryland 
Credit Union League on May 15. 
Active in the credit union move- 
ment 1949, Domenick has 
served the Mary- 
land League for 


since 


the past five years 
in the capacity of 
field representa- 
tive. In his new 
position Dome- 

nick will exercise 

management of 

the league office. 4 

He will also con- 

tinue to service and organize credit 
unions. 

Domenick’s other occupational ex- 
periences include employment by a 
local finance company and later by a 
fire and casualty insurance company. 

\ native of West Virginia, Dome- 
nick studied business administration 


at Eastern | niversity and the Mary- 
land School of Accounting in Balti- 
more. 

Domenick is a veteran of World 
War II and of the Korean Conflict. 
He served a total of 51% years in the 
United States Army. Upon discharge 
he held the rank of first lieutenant. 
He has attended the CUNA Orienta- 
tion Program twice —in 1950 and 
again upon his return from the Army 
in 1953. 


COMING EVENTS 

July 4—Prinee Edward Island Credit 
Union League annual convention, Char 
lottetown 

July 11-13—Nova Scotia Credit Union 
League annual convention, Antigonish. 

September 27-28 Wisconsin Credit 
Union League annual meeting, Schroeder 
Hotel, Milwaukee 

October 45—Indiana Credit Union 
League annual meeting, Sheraton Hotel, 
French Lick. 

October 5—-Maine Credit Union League 
annual meeting, Eastland Hotel, Portland. 

October 17-19—Florida Credit Union 
League annual meeting, San Juan Hotel, 
Orlando. 

November 1-3—California Credit Union 
League annual meeting, Long Beach. 

November 21-24—Missouri Credit Union 
League annual meeting, Hotel President, 
Kansas City 

November 2—Maryland Credit Union 
League fall convention, Emerson Hotel, 
Baltimore 

January 26, 1958—Utah State Credit 
Union League annual meeting, Hotel Utah, 
Salt Lake City. 

March 6-8 — Ontario Credit Union 
League annual meeting, Royal York Hotel, 
Toronto. 

March 15—Connecticut Credit Union 
League annual meeting, Hotel Statler, 
Hartford. 

April 18, 19—Colorado Credit Union 
League annual meeting, Shirley-Savoy 
Hotel, Denver. 

April 10-12—Oklahoma Credit Union 
League annual meeting, Tulsa Hotel, Tulsa. 

April 24-27—Ohio Credit Union League 
annual meeting, Deshler Hilton Hotel, 
Columbus. 

April 25-26—Alabama_ Credit 
League annual meeting, Mobile. 

April 25-26—Michigan Credit Union 
League annual meeting, Civic Auditorium, 
Grand Rapids. 

May 23-25—South Dakota Credit Union 
League annual meeting, Lawler Hotel, 
Mitchell. 

June 20, 21—-Washington Credit Union 
League annual meeting, Davenport Hotel, 
Spokane. 

October 17-19—Florida Credit Union 
League annual meeting, Orlando. 

April 11, 12—Ilinois Credit Union 
League annual meeting, Hotel Sherman, 
Chicago. 

April 18, 19—Massachusetts CUNA As- 
sociation annual meeting, Hotel Somerset, 
Boston. 

April 25, 26—Minnesota Credit Union 
League annual meeting, Duluth Hotel, Du- 
luth. 

April 25, 26—Nebraska Credit Union 
League annual meeting, Lincoln Hotel, Lin- 
coln, 

April 25-27—Louisiana Credit Union 
League annual meeting, Monteleone Hotel, 
New Orleans. 
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COIN HANDLING 
MADE Easy 
FOR CREDIT UNION 


MEMBERS 
Nicke 


ls and dimes ad 
dollars 8 add up to 


fast — dollars that he 


in your credit union. Show 
members the a 


long 


your 

ht way to handle coins 
— @ better way to carry them and 
a handier Way to save them Your 


reward: > C 
d: more credit union shares 


.. easier to carry coins in this 
“SQUEEZE-OPEN”" PURSE 


This popular “squeeze-open” 
coin purse is made of soft, rub- 
ber-like plastic that is practi- 
cally wear-proof. It’s easy to 
open with one hand, yet it 
stays flat and smooth. Saves 
wear on pockets. 





The “little man” symbol and 


your credit union’s message 
will last for years. They appear 
in embossed white enamel that 
won't fade or wear off. All or 
ders include assorted colors — 
red, blue, green, and brown — 
unless you specify otherwise, 


... easier to save coins with these SPECIAL AIDS 
—_— 


POPULAR 
DIME SAVERS 
(CB-3) This postcard-size 
dime-saver, printed in a 
bright attractive color, has 
spaces for 30 dimes 
Empty slots are strong 
reminders to save more. 
We can imprint, or you 
can use rubber stamp in 

space provided. 


STURDY 

COIN BANKS 
(CB-70) Here's a re- 
usable coin bank that’s 
light — easy to handle in 
quantity. The heavy card- 
board cylinder is 3” high, 
2” in diameter, with metal 
end insert and removable 
plug. Half-dollar size 
slot.* 





FEATHERWEIGHT 
DIME BANKS 
(CB-50) There’s enough 
space in this handy dime 
bank to hold a $5 share, 
yet it’s small and easy to 
carry. The tough card- 
board cylinder has metal 
end inserts and a credit 
union message on the 

label. * 


“ Your credit 


union imprint at 
no extra charge 

in lots of 250 
or more 


eeeeeeeneeer 





LOW-COST 
COIN ENVELOPES 
(CB-2) This neat little 
coin envelope fits into any 
pocket or purse, always 
handy for saving surplus 
change. Ideal for the 
ladies! Made of heavy- 
duty paper, with space for 
imprint or rubber stamp.* 


Order now from your league supply office — or jrom 


CUNA SUPPLY COOPERATIVE 
BOX 333, MADISON, 


¢« BOX 65, HAMILTON, ONTARIO 





UNIVERSITY ICROF TLMUS 


313 W FIRST ST 


AWN ARBOR ICHTOAR EXCHANGE 


“CUNA MUTUAL'S LOAN 
PROTECTION INSURANCE 
IS A MOST IMPORTANT 
FACTOR IN OUR CREDIT 
UNION’S SUCCESS.” 


MORRIS T. GRODE 
BULOVA EMPLOYEES FEDERAL 
Bulova Park, Flushing 70, New York 


TREASURER « CREDIT UNION 


“When the members of Bulova Employees Federal Credit Union 
borrow from their loan fund, they do so without worry. Each borrower 
knows he is guarded by CUNA Mutual’s LOAN PROTECTION 
INSURANCE provided at no extra charge! Should he meet with death 
or permanent disability, his loan will be paid quickly and in full up 
to $10,000.* 

“This knowledge and the peace of mind that goes with it is one of 
the major reasons why Bulova’s employees are so enthusiastic about 
their credit union. 

“And there is a second reason: CUNA Mutual’s LIFE SAVINGS 
INSURANCE, matching each member’s savings with life insurance 
protection, on a dollar-for-dollar basis up to $1,000. The fact that our 
members now own $854,000 in shares shows adequately how highly 
they regard this plan.” 

CUNA Mutual makes its LOAN PROTECTION and LIFE 
SAVINGS insurance available exclusively to CUNA-affiliated credit 
unions. It is another reason to be proud of the service you provide! 


* this is the legal maximum in most states 


ABE MINTZ 
President of Board 
of Bulova Employees 
Federal Credit Union 


“We are proud to recommend the services 
of CUNA Mutual Insurance-Society. Its Loan 
Protection policy has enabled us to send 
paid-in-full letters instead of requests for 
payments; its Life Savings protection has 
greatly stimulated the growth of members 
share holdings 


YOUR FUTURE 


“I've found our credit union a wonderful 
way to build my savings and increase my 
insurance protection. I've borrowed for my 
vacation and to buy furniture, secure in 
knowing that CUNA MUTUAL insurance is 
backing me up 


IS SECURE WITH 


“My father borrowed $600 from our credit 
union, but passed away before making the 
first payment. CUNA MUTUAL not only paid 
the loan in full, but matched my father’s 
share account under its Life Savings plan 
After this experience it’s no wonder that 
I'm an enthusiastic member of our credit 
union 


Cuna Mutual Insurance Society 


MADISON, WISCONSIN e 


Serving Credit Unions : 


HAMILTON, 


ONTARIO 


in the Western Hemisphere 





